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A Banker’s Diary 
By the Editor 


THE World Trade Conference is not now expected to take place until the 
autumn at the earliest, but it is known that fourteen important nations ate to 
hold discussions in June with the hope of being able to present 





World concrete proposals for the reduction of trade barriers to the 
Trade general conference. Apparently there are to be preliminary 
Talks negotiations to these preliminary negotiations, beginning this 


month or next. In spite of the discouraging tone of current 
events, therefore, there is a hope that behind the scenes a beginning is being 
made with the abolition of economic nationalism and the construction of an 
orderly international economy. It need not be repeated that the proposals for 
a lowering of trade barriers are an indispensable corollary to Bretton Woods : 
for tariff questions have relevance only in a multilateral system and a multi- 
lateral system cannot flourish in an atmosphere of economic nationalism. 
Meanwhile, informed observers here remain confident that the agreement will 
be approved, since a large number of organized interests (such as the Chamber 
of Commerce, the N.A.M. and the A.F. of L.) have come out in support, whereas 
there is little organized opposition. 


TuE failure of the monsoon in north and south India simultaneously, for the 
first time in thirty years, threatens India with yet another terrible famine which 
her vast reserves of sterling can do nothing to avert. By 


The contrast, our domestic flurry over the suspension of the dried 
Dollar —_—egg ration can only seem a storm in a tea-cup, but it presents 


Problem one interesting contrast with the Indian situation in that the 
difficulty is purely that of securing the means of payment with 
which to purchase ample physical supplies. In this instance, at any rate, the 
“ meaningless symbols ’’ have taken on significance again. Indeed, the problem 
is doubly a financial one, for one suspects that the priority given to films and 
tobacco over dried eggs is not wholly unconnected with the fact that the latter 
involve an annual subsidy of some £16 millions, whereas films and tobacco 
provide useful material for the tax collector. This certainly seems more plaus- 
ible than Mr. Dalton’s explanation that his Government has sought merely to 
preserve perfect freedom of consumers’ choice. 

The crisis has elicited some additional information concerning our external 
position, though little of any value. Mr. Dalton has disclosed that our exchange 
reserves, surprisingly, were still as high as £450 millions at the end of November 
last. He has also given the following import programme for the first half of 
1946: food, etc., £300 millions, raw materials {180 millions, tobacco £23 
millions, and manufactured goods the same amount—a total of £526 millions, 
to which must be added {9 millions for films. These figures clearly link up with 
Sir Wilfred Eady’s estimate (published in America) of our imports and normal 
invisibles at £1,050 millions for the full year. In addition, Sir Wilfred placed 
military expenditure overseas and assistance to other countries, including 
U.N.R.R.A. contributions, at £300 millions. In combination with the estimated 
deficit of £750 millions for 1945, these figures would seem to imply merchandise 
exports of only {500 millions, whereas in January they were already running at 
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the rate of £700 millions. The explanation would seem to be, not that too 
gloomy a view has been taken of the prospective deficit, but that the figures are 
misleading, imports, for example, being valued f.o.c. and other items omitted. 


HE Chancellor of the Exchequer has appointed Lord Keynes to be a 

"T Governor both of the Internat onal Monetary Fund and of the Bank 
for Reconstruction and Development. Both this country and the 
Bretton Woods organisations are to be congratulated on the choice, for 
nobody could have a more profound understanding of the problems in- 
volved. His influence on the councils of the new bodies will be invaluable. 
It had been almost taken for granted that Mr. Harry White, Assistant Secretary 
of the Treasury, would be one of the American representatives on the Bretton 
Woods organizations, and these expectations have now been 

The Bretton confirmed by his appointment as Executive Director of the 

Woods International Monetary Fund. This country will also welcome 

Appointments the appointment of Mr. Fred M. Vinson, Secretary of the 

Treasury, as U.S. Governor both of the Fund and the Bank, 
and especially that of Mr. William L. Clayton, Assistant Secretary of State, 
as Alternate Governor of the two institutions. In addition, Mr. Emilio G. 
Collado, Deputy on Financial Affairs to the Assistant Secretary of State for 
Economic Affairs, is appointed Executive Director of the Bank. 

Mr. Vinson was born at Louisa, Kentucky, in 1890, the son of a lumber 
merchant. He was elected to Congress as a representative from Kentucky for 
terms extending from 1923 to 1929 and from 1931 to 1939. He resigned from 
Congress to accept an appointment by President Roosevelt as Associate Justice 
of the United States Circuit Court of Appeals for the District of Columbia. In 
May, 1943, President Roosevelt appointed him as Director of the Office of 
Economic Stabilization to succeed Mr. James F. Byrnes, who became Director 
of War Mobilization. In March, 1945, President Roosevelt transferred him 
to the post of Federal Loan Administrator, in charge of the Reconstruction 
Finance Corporation and its subsidiaries, these agencies having been removed 
from the Department of Commerce. Mr. Vinson was confirmed as Administrator 
by the unanimous vote of the Senate. A month later, in one of the last major 
appointments made by the late President, Mr. Vinson was named as Mobili- 
zation and Reconversion Director, Mr. Byrnes having resigned that office. 

It was from the Office of War Mobilization Director that Mr. Vinson was 
called by President Truman to the Treasury Secretaryship on July 16, 1945, 
to succeed Mr. Henry Morgenthau, who had resigned. In his successive war- 
time assignments as Director of Economic Stabilization, Federal Loan Adminis- 
trator, and Director of War Mobilization and Reconversion, Mr. Vinson was 
responsible to the President and to Congress for day-to-day action on a wide 
range of matters of vital importance. 

It will be recalled that Mr. Clayton was engaged in negotiations in this 
country at the time of the termination of Lend-Lease, and showed a very real 
understanding of British problems. He was appointed Assistant Secretary of 
State for Economic Aftairs in December 1944, having previously served as 
Surplus Property Administrator since February of that year. It was in 1940 
that Mr. Clayton left private business for government service. The laige cotton 
trading firm, Anderson, Clayton and Company, is known all over the world. 
At various times Mr. Clayton has served as Deputy Federal Loan Adminis- 
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trator, Assistant Secretary of Commerce in charge of foreign activities of the 
Reconstruction Finance Corporation, chairman of the board of the Rubber 
Development Corporation and United States Commercial Company, President 
of the War Damage Corporation and Vice-President and Trustee of the Export- 
Import Bank, before becoming Surplus Property Administrator early in 1944. 
In the preceding year he had been a member of the U.S. Delegation to the Hot 
Springs Conference. He was Advisor at the Potsdam Conference in July and 
August 1945, and in the latter month came to London for the U.N.R.R.A. 
Conference. Mr. Clayton is an avowed supporter of former Secretary of State 
Cordell Hull’s reciprocal trade programme, and favours general reduction of 
tariff barriers. He said recently : ‘‘ If we are to preserve our democratic institu- 
tions, the post-war world must be organized to afford a reasonable promise of 
freedom from attack, and economic barriers must be lowered so that all peoples 
may regard the world as their market.’’ He was born 65 years ago in Mississippi, 
and started earning his living at 14 years of age as a court stenographer. 

M1. Harry White was, of course, the author of the White Plan, and one of 
the U.S. leaders in the formation of the Bretton Woods proposals. He has had 
long experience in research and policy on international finance and has held 
many special posts with the Treasury for development of international mone- 
tary and trade policies. He was born in Boston, Mass., in 1892, and joined the 
Treasury Department in 1934, having previously taught economics first at 
Harvard and then (as Professor) at Lawrence College in Wisconsin. He became 
Assistant Director in the Division of Research and Statistics in 1936, and 
Director of Monetary Research two years later. In July, 1940, he was appointed 
to the board of Trustees and Executive Committee of the Export-Import 
Bank, and in 1944 to the Executive Committee on Economic Foreign Policy. 

Mr. Collado, whose name is less familiar in this country, entered the Treasury 
Department at the age of 24 in 1934, and served as Economist with the Federal 
Reserve Bank of New York from 1936 to 1938. In the latter year he became 
Divisional Assistant in the Department of State, and filled a number of import- 
ant posts in that department. In January, 1944, he became Chief of the Division 
of Financial and Monetary Affairs, and in the same year was appointed to the 
board of Trustees of the Export-Import Bank, serving also as technical advisor 
to the U.S. Delegation at the Bretton Woods Conference. In May, 1945, he 
was named Director of the Office of Financial Development and Policy, and 
accompanied President Truman to the Potsdam Conference, attending also 
the U.N.R.R.A. Conference of last year. As Secretary General of the U.S. 
Delegation in London, Mr. Collado participated in the negotiations for the 
British loan. 


Tue Bank of England Statistical Summary has often been compared unfavour- 
ably with the Federal Reserve Bulletin, with its much more abundant statistical 
information and the admirable special reviews by senior officers 

The New of the System. In its sober way, however, the Statistical Sum- 
Digest of mary did a very useful job, as one is sharply reminded by its 
Statistics replacement through the new Monthly Digest of Statistics, 
issued by the Central Statistical Office. On the industrial side, 

the Digest supplies a great deal of light where formerly there was complete 
blatk-out ; but for the financial observer it can only be described—in its present 
form—as a dead loss. The three separate tables of the old Summary dealing 
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with currency, the Bank of England returns and bank clearings are now 
combined into a single table, with the result that the information is necessarily 
given in far less detail. In the case of the currency circulation, for example, 
only two series are published : estimated circulation with the public (absolute 
figures and expressed as an index based on 1938), and currency held by the 
London clearing banks. In other words, we no longer have detailed series for 
the amount of coin outstanding (a very useful item), for the note circula- 
tions of the Scottish and Irish banks and their holdings of Bank of England 
notes, or for the Bank’s Reserve. This latter item is omitted from the summary 
of the Bank return figures, which shows only deposit liabilities and none of the 
items on the assets side of the returns. Only the clearing figures appear in their 
previous form in the new table. 

For the London clearing banks we are given series of actual figures for all the 
principal items (including the invaluable division between current and deposit 
accounts), but no percentages, as the compiler apparently does not appreciate 
the interest taken in the,assets structure. One regrets also the failure to con- 
tinue the floating debt table and still more the analysis of Savings, which has 
been the only readily available source of the totals of outstanding Savings 
Certificates and accrued interest upon them. The figures of Exchequer receipts 
and issues are much better presented than in the old Summary, though the 
series of weekly averages should be supplemented by tables of the actual data, 
presented possibly on a quarterly basis. Finally, one welcomes the new analysis 
of central Government net borrowing, though here again the net increase in 
Savings Accounts ought to be presented separately. All in all, one cannot con- 
gratulate the C.S.O. on its maiden effort and it is devoutly to be hoped that 
some of the present deficiencies will be remedied in future issues. 


MEANWHILE, the Statistical Summary expires in a blaze of glory with the 
publication, for the first time since 1939, of figures showing the distribution cf 
the note circulation by denominations. The most interesting 
Contraction feature of the figures is the comparatively small volume of 
in Large large notes outstanding. It will be seen from the table that 
Notes £1 notes alone account for no less than £727.5 millions of ‘the 
£798.6 millions expansion in the average circulation between 
1938 and 1945, the £1 notes thus increasing by 260 per cent., as compared with 
an expansion of only 164 per cent. in the total. The 10s. notes account for a 
further {59.1 millions. 
Average of Wednesdays 
1938 1942 1945 











Denomination £m. £m. £{m. 
10S. .. - 4ed z cs Se 83.9 101.8 
£I .. re ey ee .. 279.9 573.8 1,007.4 
"Soe “a ss ne - 40.3 50.1 87 .2 
£10 .. a 7 cn 16.1 15.3 4.9 
£20 a cs _ ‘ike ia 5.3 3-9 i.9 
{50 .. i ne ss - 48 12.2 4.8 
f100.. is wi in co S45 24.3 10.8 
Over {100* Sa a « 2 44.9 65.7 
Total ‘ .. 485.6 808 .3 1,284.2 


* Mainly used as bankers’ reserves and (within the Bank of England) as cover 
for Scottish and Irish note issues. 
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Between 1938 and 1940 there was a net return from circulation of the large 
notes, a recovery until 1942 and thereafter a steady decline in the outstanding 
amount of those for {10 and over, which was, of course, greatly accelerated by 
their withdrawal in May, 1945. In 1945 the average circulation of these denomi- 
nations was only {55.7 millions, against {71.7 millions in 1938, which means 
that as a proportion of the total they had dwindled from 14.8 per cent. to 
only 6.9 per cent. In all this there is little evidence of any very extensive black 
market or tax evasion, though the sharp rise in the small denominations suggests 
widespread note hoarding by wage earners. 


DurING February a financial and commercial agreement with Switzerland was 

announced. It is consequently to be presumed that the difficulties concerning 

Nazi assets in Switzerland have also been satisfactorily solved. 

The For some time, as is well known, a satisfactory settlement of 

Position of this problem was prevented by the fantastically high estimates 

Switzerland of such assets put forward in the United States, by the 

unwillingness of the Allies to concede Switzerland’s right to 

set off Swiss claims on Germany, and the Swiss reluctance to admit Allied 
investigators. 

Meanwhile, an excellent study of the economic position of Switzerland 
during the war years has been published by the Swiss Bank Corporation. In 
more than one way the position of Switzerland is unique. It is probably the 
only country, for example, in which the government is not indebted at all to the 
bank of issue, the whole of the war-time increase in the note circulation having 
its counterpart in gold. Between the end of 1938 and the end of 1944 the note 
circulation rose from 1.8 to 3.8 billion francs and the sight obligations of the 
central bank declined from 1.7 to 1 billion, whereas gold holdings rose from 2.9 
to 4.6 billions in spite of the various steps taken to prevent their increase. It 
will be recalled that in the early war period there was a considerable repatriation 
of Swiss capital and inflow of foreign funds, up to June, 1941, when the United 
States blocked Swiss assets. As early as January, 1941, in order to stop this 
movement, the Banque Nationale Suisse asked the other banks to offer it only 
dollars belonging to Swiss nationals, while the bank of issue itself accepted 
dollars from. foreigners only to the extent needed to liquidate obligations con- 
tracted within Switzerland. After the freezing, the bank and the Federal 
Council were given a general licence to dispose of dollars for transactions with 
countries whose currencies were not blocked, but the bank restricted the 
acceptance of dollars to those originating from exports, from insurances or 
payments intended for the Diplomatic Corps and the International Red Cross 
and for persons domiciled in Switzerland for whom these funds constituted the 
only source of income. However, these measures did not prevent a substantial 
degree of inflation in which prices more than doubled. 

The expansion in Swiss bank deposits was extremely moderate : from 15.7 
billion francs in 1938 to 17.5 billions in 1944. Even so, the quantity of money 
in Switzerland is remarkably high in relation to the national income, which 
was 8.32 billions in 1939 and is placed at only 10 billions for 1943. Notes alone 
were equivalent to over 20 per cent. of national income before the war and to 
26.5 per cent. in the latter year. This is, of course, largely evidence of the 
volume of foreign liquid funds held in Swiss banks or hoarded in Swiss notes. An 
interesting analysis is given of the profits of the Swiss banking system. For 
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all banks, gross profits rose between 1938 and 1944 from Swiss francs 280 mil- 
lions to Swiss francs 300 millions, but the increase was more than absorbed by 
an increase in costs, net profits declining by 4 millions to 92 millions. The 
seven large commercial banks fully account for the decline, the earnings of the 
Cantonal banks and the smaller banks being unchanged. 


[N recent months we have heard far too much of the mystic concept PMH 
(productivity per man hour) as the ultimate criterion of economic efficiency. In 
the first issue of the revived Manchester School (which forms a 
PMH most valuable addition to our economic literature), Professor 
Exploded Jewkes contributes some refreshing commonsense on_ this 
topic. It is quite clear, as he points out, that PMH can always 
be increased by the extension of capital equipment ; the only question is 
whether the additional equipment pays for itself, given the relative costs of 
capital and labour. “‘ The only general test of efficiency is cost and price, 
indices which are carefully avoided by most of the critics of the British indus- 
trial system.’ On this test, there is little evidence of wholesale inefficiency. In 
the case of cotton, for example, “if the American industry is so much more 
efficient, how is it that we can sell British cotton cloth, on a large scale, in the 
United States, despite a substantial tariff? ”’ Again, it is generally believed 
that the Reid Report put forward a watertight case for the wholesale moderni- 
zation of the coal industry. But that Committee declined to form an estimate 
of the cost of reconstruction. And “ if the cost of reconstruction is unknown, 
how can the Report constitute irrefutable proof of the case for reconstruction?” 
Professor Jewkes points out that Mr. Shinwell’s figure of {150 millions for new 
investment in the industry compares with a present value for the equipment of 
the coal mines of some £200 millions ; which suggests that “‘ the new investment 
might be risky unless some preparatory examination were made of the savings 
in cost which would accrue.”” As a pointer to the probable efficiency of the 
State as a manager of industry, it is interesting to note the author’s point that 
the inefficiency of the British coal-mining industry takes the form of a long 
weak tail; and the reason why these weak units have not been eliminated 
under private ownership is that the State has taken special pains to keep them 
in existence through the statutory price-fixing machinery of the 1930 Act. 
And during the war the strong units, in this as in other industries, have been 
milked for the benefit of the weak. “ If an industry is being slowly paralysed 
by State-fostered restriction, can this be regarded as inefficiency of a kind that 
can be cured by kicking around the business man ? ” 


{N our last issue, Mr. Grahame-Parker suggested that the increase in the 
capital of Cater Brightwen might well mark the beginning of another phase in 
the evolution of the discount market. In the first half of 

Discount February, two further additions to resources had already been 
Market announced. Existing ordinary shareholders of Alexanders 
Capital Discount have been offered 400,000 new {2 ordinary shares, 

{1 paid, at {4 each, raising the company’s published resources 

to £3,830,000, against £2,230,000. A few days later, Ryders Discount Company 
raised its authorised capital from £750,000 to {2,500,000 and is issuing 250,000 
4 per cent. preference and 750,000 ordinary shares of {1 each, both at a pre- 
mium. The issued capital will thus be {250,000 preference, £300,000 manage- 
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ment shares and {1,300,000 ordinary shares, but the benefit to reserves cannot 
be calculated as the issue prices were not disclosed. The new preference shares 
will be subscribed by insurance companies and the ordinary by United Domin- 
ions Tiust (who held the existing ordinary), control remaining unchanged in 
the hands of the holders of the management shares. Next, please ? 


THERE was a further contraction in bank credit during January, considerably 
greater than the usual seasonal decline. The latest statements show a fall of 
£120.5 millions in deposits, of which {48.5 millions is accounted 
Further for by the seasonal contraction in cheques in course of collection 
Decline in from the end-year peak. Effective deposits thus show a fall 
Deposits on the month of £72 millions, which compares with a drop of 
little more than £30 millions in the corresponding month last 
year. Since the end of September, the cumulative decline in deposits now 
amounts to £168.6 millions, against a net increase of {225.2 millions over the 
corresponding period a year earlier—a reversal of trend to the tune of nearly 
{400 millions. 


January Change 
1946 Month Year 
£{m. £m. £{m. 
Deposits .. “i -» 4,729.3 — 120.5 + 267.1 
Cash a 7 -. 496.0 — 40.2 + 36.3 
Call Money ad -. 248.5 — 3-7 + 50.8 
Bills és “ .. 360.5 — 8.6 + 201.1 
2 7? 2a ais -- 1,492.5 — 30.5 — 170.0 
Investments ti os 5430.4 — 3.5 + 65.1 
Advances .. ‘ia .- 829.0 + 14.5 + 7.1 


As will be seen, cash and Treasury deposit receipts took the brunt of the 
month’s decline in effective deposits. At their latest level, T.D.R. holdings are 
just over {500 millions down from.the July, 1945, peak, and are equivalent to 
only 31.2 per cent. of deposits, as compared with well over 40 per cent. in the 
middle of last year. For the rest, a minor recession in the money market assets 
and. in investments is balanced by the further recovery of £14.5 millions in 
advances. This latter item still shows a net decline of £155.5 millions since the 
outbreak of war; but the latest figure is as much as {105 millions higher than 
the war-time low touched in November, 1943, and it represents a recovery of 
nearly £90 millions over the past nine months. It remains to be seen, of course, 
whether this upturn is due largely to exceptional demands for credit during the 
industrial transition, or whether it indicates a definitive reversal of trend. 


Botu in this war and the last, as is well known, the notes of the banks in 
Scotland and in Northern Ireland were granted the privilege of being classed 
as legal tender money. By an Order in Council, this status was 

Scottish withdrawn as from the beginning of the war. Following the 
Banking reduction in short-term interest rates, it has now been decided 
Developments that the Scottish banks will place no limit on the amount 
which may be accepted for credit of a savings account. Pre- 

viously, there was a limit of {100 per annum, as compared with the Savings 
Banks’ limit of £500 per annum. On amounts up to £100 paid in annually, the 
interest will be 1} per cent.. On any excess over that amount the rate is $ per 
* 
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cent., with the provision, however, that any balance over {500 is allowed 
interest at only } per cent. for the excess over £500. It is possible that this new 
departure will, in time, eliminate the system of deposit receipts (a rate of } per 
cent. interest is meantime allowed) which has been characteristic of Scottish 
banking for over 100 years. Finally, it is interesting to note that the Central 
Council of the Scottish Banks’ Staff Association has put forward a recom- 
mendation that in future the description bank “ agent ”’ should be changed to 
bank “ manager,”’ as in England. The word “ agent ’”’ has, of course, been 
necessary because in many branches the agents were a firm of solicitors 
or chartered accountants, a practice which is gradually dying out. Even so, 
such arrangements have not entirely disappeared, and since it is difficult to 
see how such a firm could be described as “‘ managers ”’ it is possible that no 
change will be made. The Bank of England, incidentally, still refer to their 
branch managers as “ agents.” 


Will the Safety-Valves Work? 
By Ernest H. Stern 


T is always difficult to predict a country’s capacity to service and redeem 

foreign debts. If such debts originate in commercial investments, sufficient 

goods can be produced and marketed abroad to provide for the payments 
unless Governments drastically interfere to keep the goods out. On the other 
hand, if the debts originate in supplies or services destroyed in war (as is the 
case with most of the Sterling War Debt), or in replacement of assets destroyed 
in war (as is the case with the American credit line), no tangible assets been 
created to provide for the additional goods to be marketed abroad while in 
addition the amounts involved are particulaily large. Hence the need for free 
access to foreign markets is particularly strong. In such cases, the future 
capacity to service and repay foreign debts cannot be predicted and any 
arrangements must be made adjustable to conditions as they develop. 

It is a prime necessity that such adjustment clauses—we prefer this term 
to the misleading expiession “ escape clauses ’’--should be comprehensive, 
easy to apply, semi-automatic, possibly subject to arbitration and available as a 
right rather than as an act of grace. For this reason we regard the nature of 
the Adjustment Clauses embodied in Bretton Woods and similar agieements as 
one of the principal criteria by which they should be judged. 

The original Keynes Plan for a Clearing Union provided for adjustment by 
the simple device that balances which could not be cleared would perforce 
remain in the books of the Union, at any rate up to comparatively high quota 
ceilings. Moreover, both the creditor and the debtor would be penalized and 
required to remove the cause of the dis-equilibrium. The White Plan put the 
quotas much lower and so was rather inflexible ; but in dealing with “ abnor- 
mal war balances ” it made provisions for reducing the weight of these unpro- 
ductive debts. These provisions would have had the effect of funding the war 
debt through the intermediary of the Fund at the rate of about } per cent. 
per annum interest with sinking fund payments of I per cent. per annum over 
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40 years. It was never publiciy stated which balances were to te included, 
whether war debts only or rehabiitation loans as well, whether Lend-Lease, 
alongside with sterling balances. Neveitheless, if agreement on those lines had 
been combined with the cancellation of Tend-Lease balances, it would have 
created conditions in which future adjustment would have been much less 
urgent than it will be under present arrangements. 

At Bretton Woods. both approaches were abandoned and rather vague and 
less efficacious compromise clauses were introduced as follows : 

(a) The “‘ Scarce Currency ” Clause (Art. VII), the potential value of which .- 

will be examined later and which this writer estimates as nil. 

(5) The provision of a three to five years ‘“‘ Transitional Period ”’ (Art. XIV), 
during which exchange control for current transactions may be 
maintained and debt redemption facilitated by a kind of preferential 
payments-in-kind. 

(c) It was also laid down (Art. XIV, Sec. 1) that “‘ the Fund is not intended 
to provide facilities for relief or reconstruction or to deal with inter- 
national indebtedness arising out of the war.” 

Since all payments in foreign exchange are, in the last analysis, met from 
current exchange income, the latter clause makes no sense unless it was meant 
to hold out the hope that other means would be found to meet the service of 
“ international indebtedness arising out of the war.” In fact, if they were not 
found, the Fund would start in a condition of ‘‘ fundamental disequilibrium ’’— 
to use the language of Bretton Woods—and the aims of the arrangements would 
be defeated right from the beginning. For instance, extending Lend-Lease 
retrospectively to the supplies that had been paid for in cash by the U.K. prior 
to Lend-Lease, or treating rehabilitation supplies as Lend-Lease after the 
“cease fire,” might have been a means to implement that clause. Something 
of this kind was apparently expected by the British negotiators at Bretton 
Woods, as may be presumed from the following statement of the leading 
American negotiator, Mr. Harry White, made at the occasion of the Senate 
Hearings before the American ratification of Bretton Woods: “‘ MR. WHITE: 
England wouldn’t consider for one moment making a bilateral arrangement 
with us which would call for elimination of all her restrictions, or exchange 
transactions unless we did one thing : unless we were willing to say to England, 
‘All right, you remove your restrictions. You put an end to these various 
bilateral arrangements. We'll finance you. We'll supply you with all the 
dollars you need... .’ 

SENATOR TAFT: I would be in favour of some reasonable adjustment, but 
not anything they ask for. 

Mr. Waite :... If we were willing to say to England : ‘ We will give you ’ 
—not loan you, mind you, because they have stated, I believe, they would 
hesitate to undertake large loans because they have only to pay them back 
and with interest. 

SENATOR TAFT: I don’t understand that. 

Mr. WuiTE: And they say, ‘ If you will give us some lend-lease, or if you 
don’t like the word lend-lease, may-be you can find some other word, the effect 
of which will be the same, if you are willing to give us a large sum of money, 
you will solve our present problem.’ There is one important person, connected 
with a very large bank, who has even suggested that we give England 
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$5,000,000,000. Well, that is very generous of him to suggest that the American 
eople give England $5,000,000,000 . . . but you also will have on your hands 
the problems of some 30 to 40 other countries who may want 
$25,000,000,000 . . .”’ 

I.et us see how the hopes or promises of Bretton Woods have been or can 
be implemented. Immediately after the “ cease fire,’’ Lend-Iease was aban- 
doned and Britain and the other front-line countries were left in no doubt that 
they would have to pay for both “ rehabilitation and international debts 
arising out of the war,’’ however lopsided their balance of international pay- 
ments. The safeguard held out in Section 1 of Art. X1V—whatever its meaning 
—was therewith abandoned too. As a consequence, an immediate grave 
“ disequilibrium ’’ had been created or its existence been uncovered, just at 
the time when Britain was expected to ratify Bretton Woods and act as one of 
the sponsors of the Fund, a “ disequilibrium ” grave enough to upset the whole 
arrangements. Confronted with such a situation, the American Executive 
offered a loan just sufficient to enable Britain to balance her dollar payments 
over the next two years. However, as part of the price for this temporary 
adjustment Britain was asked to reduce from 5 (or 3) years to only one year 
after the opening of the line of credits the “ transitional period ” during which 
she may maintain exchange restrictions. Whilst the American Executive 
argues that the credit eliminates the near-term disequilibrium, and whilst it 
may well have this effect, the shortening of the transitional period also reduces 
Britain’s ability to pay oft some of her foreign debts by means of redemption- 
in-kind: It thereby makes adjustment move difficult. In other words, the 
second adjustment clause was whittled down. 

On the other hand, the strength of the British argument that payments 
must be made adjustable if they proved to be excessive was acknowledged. 
To meet it, another set of adjustment clauses were provided as follows: 
(a) the ‘‘ Scarce Currency ’’ Clause was reaffirmed ; (b) a vague general Clause 
(Sect. 12 of the Fin. Agreement) was introduced, giving either Government the 
right ‘‘ to approach the other for a reconsideration of any of the provisions of 
this agreement, if in its opinion the prevailing conditions of international 
exchange justify such reconsideration .. .’’ As to the latter, it appears to this 
writer that the right to approach the other side always exists, and that a con- 
firmation of the obvious can hardly be regarded as a safeguard. (c) Last but 
not least, the debtor was given the right to request a waiver of certain payments 
in certain easily ascertainable adverse conditions. (Sect. 5 and 6 of the Agree- 
ment). This looks just the 1ight thing. 

Unfortunately, upon closer examination the waiver clause turns out to be an 
empty gesture. First, the waiver is conceded only to interest payments and 
not to amortization, which from about the twentieth year of the loan will 
exceed interest payments. Second, and this is the more important feature, it 
has been made conditional upon Britain exercising a corresponding right of 
waive: from. hei sterling creditors whenever she requests it from the United 
States (Sect. 6, iii of the Fin. Agreement). Such a condition sounds most fair 
and is in agreement with the gencral line of non-discrimination pursued by the 
American Government. In actual! fact, it takes away with the left hand what 
has been conceded with the right hand. This will be understood if it is realized 
who are the sterling creditors. Rather more than half of Britain’s external 
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liabilities are owed to India, Burma and the Middle East and a further 18 per 
cent. to other sterling area countries other than the Dominions. In other words, 
no less than 70 per cent. of the sterling debt is owed to countries which must be 
regarded as poor compared with the U.K. 

Moreover, past experience suggests that the need for requesting a waiver 
may only arise or become apparent in a period of a long drawn-out depression. 
It must be noted that Sec. 5, b restricts the right to ask for a waiver to a deficit 
calculated on the basis of a five years moving average. In a long drawn-out 
depression, however, the sterling creditors, which are largely raw material 
producers, are likely to be worse off than the U.K. No British Government will 
find it practical] politics in such circumstances to request a waiver of interest 
from the primary producers, in particular if they be poor countries. It is 
possible that in pursuance of the general principle of non-discrimination the 
American negotiators did not realize that, by insisting on waiver by rich and 
poor alike and in the same pvoportion, they made a farce of what might have 
been a most useful instrument. They overlooked that in conditions such as 
those envisaged discrimination is the essence of equity. Possibly, the British 
negotiators did not realize it either. At least Lord Keynes in his speech in the 
House of Lords on December 18 last stressed the British right to waive interest, 
without even mentioning that the United States can only be approached for 
a waiver if the sterling creditors are treated in the same way. 

And what is the practical value of the ‘‘ Scarce Currency ” Clause of the 
Bretton Woods Agreements ? Apparently Britain may invoke it as of right ; 
it is subject to ascertainable facts and the pronouncements of an impartial 
body, if the Fund becomes such an institution. However, we have seen before 
that appearances may be deceptive. Closer examination reveals that in this 
case too the U.K. will not find it practical politics to avail herself of this right, 
however great the need. If U.S. dollars are the scarce currency, Art. VII of 
Bretton Woods (in Section 3, b) authorises any member after consultation with 
the Fund to introduce exchange control of dollar transactions, and let us 
suppose that Britain does this. Apart from doubts whether a control limited to 
dollar operations and not including other operations with neighbouring 
countries would be effective at all, the singling out of the U.S. for exchange 
restrictions may well be resented by the American people. The American man 
in the street or the farmer in the Middle West may not bother to enquire 
closely into the causes of a dollar scarcity. Faced with a popular movement 
in the U.S. against exchange restrictions on dollars, the British Government 
may find the political price to be paid too high for the economic adjustment 
and therby be compelled to abstain from invoking the “ Scarce Currency ”’ 
clause. 

One clause remains, namely, the right to devalue and thereby to increase 
the debtor country’s competitive power. -To what extent it would serve the 
latter’s purpose depends on the circumstances in which it were applied, in 
particular on the U.S. and other competing nations not following suit. It is 
somewhat ironic that the U.S. Government, who set out to stabilize currencies, 
should finish by making arrangements which will render currency depreciation 
the most—-perhaps the only—-practical method of adjustment. 

This writer regards the lack of a straightforward, easily applicable clause for 
a direct revision of War Debt “‘ Settlements ”’ in the case of a “‘ fundamental 
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disequilibrium ”’ being shown to exist, as the most serious shortcoming of the 
agreements. However, what has been bungled in financial arrangements can 
still be repaired by trade agreements. The classical adjustment in the past was 
indeed via trade policy. One last opportunity is, therefore, left of restoring a 
sufficient measure of equilibrium in: the international accounts. That oppor- 
tunity consists in a substantial widening of the debtor nations’ access to the 
American market, preferably in the form of a drastic reduction of the U.S. 
tariff wall. The American Executive was thinking clearly and logically when it 
supplemented the financial agreements by a draft agreement on trade policy. 
But what should that policy be from the point of view of restoring the 
international balance ? At present disequilibrium exists and the war debt 
“settlement ” perpetuates it. It has arisen out of the fact that during two 
world wars the front-line nations had perforce to buy more from the American 
people than they could sell to them. The balance can only be restored by their 
selling to the American people after the war more goods and services than they 
buy from them. The proposals for International Trade Conduct drafted by the 
American Executive do not aim at such a policy. On the contrary they appear 
to be designed to exclude it. These Proposals start with the expression of 
fine sentiments and contain a number of useful suggestions in respect of Trade 
Conduct, but its principal clause is that which deals with Tariffs. This clause 
is so framed as to make any substantial reduction of tariffs by the U.S. con- 
ditional upon the simultaneous elimination of British Commonwealth tariff 
preferences. If, thetefore, the Federal Union called the British Commonwealth 
decided that tariff preferences are part of its constitution as much as free 
Inteistate Trade is part of the American constitution, and therefore cannot 
be eliminated by a Trade Agreement, the U.S. may claim the right to abstain 
from any substantial reduction of its own tariffs. Saner council may prevail, 
but this will be the test : whether the tariff clause will be used to adjust the 
international trade position to the international debt position or to escape from 
this obligation. Adjustment clause or escape clause, this will be the question. 
Nothing would be more wrong than to assume ill will on the part of the 
American Executive. What actually does produce these wide gaps of opinion 
between the Ame‘ican nation and many other nations, and not only between 
the respective Executives is the emergence of two totally different conceptions 
of international equity. The American Executive have all along been pursuing 
a straightforward policy which has the support of the American people, i.e., 
that of “‘ No Discrimination.”” Most of the 1est of the world strive for a policy 
of “ No Disequilibrium.” The fact is that as long as a grave disequilibrium 
exists, it will provoke policies of disc1imination as a means of righting the 
balance. It is therefore most unfortunate that the opportunity has been missed 
of settling in an equitable manner the international debts originating in war 
and rehabilitatic , and that the two financial agreements have not been 
equipped with easily workabie adjustment clauses. That would have taken the 
political sting out of future revisions, if such were required in the light of 


the facts as they develop. 


Trustee Savings Banks 


Over the year to November 20 last the funds of the Trustee Savings Banks recorded 
a further increase of {84.4 millions to the new record level of {690.6 millions, making a 
cumulative expansion of {437.3 millions since the outbreak of war. 
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THE CASE AGAINST SCHACHT 


In February, 1937, THE BANKER published a special issue analysing the effects 
of four years of Hitler rule in Germany, and this earned us the distinction of being 
one of the first British publications to be banned in Germany. Nine years later 
we come to the aftermath with the Nuremberg war criminals trials of leading 
Nazis and their abettors. We present below a summary of the case against Schacht, 
presented by the American Prosecutor, condensed from the proceedings of January 
10 and January 11. Where passages have been omitted, this 1s indicated in the 
text. Such omissions usually represent the detailed references to documents 
submitted in evidence in proof of the statements made. Some of the more important 
documents ave reproduced as Appendices. Any insertions are enclosed between 
square brackets. 





PENING the case for the American prosecution on January 10, 
() tictenan Bryson said: Our proof against the defendant Schacht is 

limited to planning and preparation for aggressive war, and to member- 
ship in a conspiracy for aggressive war. . . . Before commencing our proof, we 
wish to state our understanding that the defendant Schacht’s control over the 
Germany economy was on the wane after November, 1937, and that by the 
time of the aggression on Poland his official status had been reduced to that of 
Minister without Portfolio and personal adviser to Hitler. 

We know, too, that he is sometimes credited with opposition to certain 
of the more radical elements of the Nazi Party ; and I further understand that 
at the time of capture by United States forces he was under German detention 
in a prison camp, having been arrested by the Gestapo in July, 1944. Be this 
as it may, our proof will show that at least up until the end of 1937 Schacht 
was the dominant figure in the rearming of Germany and in the economic 
planning and preparation for war; that without his work the Nazis would 
not have been able to wring from their depressed economy the tremendous 
material requirements of armed aggression; and that Schacht contributed 
his efforts with full knowledge of the aggressive purposes which he was serving. 

The details of this proof will be presented in four parts. First, we will 
very briefly show that Schacht accepted the Nazi philosophy prior to 1933 
and supported Hitler’s rise to power. Second, proof of the contribution of 
Schacht to German rearmament and preparation for war will be submitted. 
.. . Third, we will show that Schacht assisted the Nazi conspiracy purposely 
and willingly with knowledge of and sympathy for its illegal ends. And last, 
we will prove that Schacht’s loss of power in the German Government did 
not in any sense imply disagreement with the policy of aggressive war. 


Early Relations with Hitler 


We turn now to our proof that Schacht helped Hitler to power. Schacht 
met Goering for the first time in December, 1930, and Hitler early in January, 
1931, at Goering’s house. His impression of Hitler was favourable. . . . After 
this meeting Schacht allied himself with Hitler, and at a crucial moment in 
November, 1932, he lent the prestige of his name, which was widely known 
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in banking, financial, and business circles throughout the world, to Hitler’s 
cause. 

I now refer the Tribunal to the diary of Goebbels. The entry I wish to 
read was made on November 21, 1932: “ In a conversation with Dr. Schacht, 
I assured myself that he absolutely represents our point of view. He is one of 
the few who accepts the Fuehtrer’s position entirely.” 

It is believed that Schacht joined the Party only in the sense that he 
allied himself with the cause. Dr. Franz Reuter, whose biography of Schacht 
was Officially published in Germany in 1937, has stated that Schacht refrained 
from formal membership in order to be of greater assistance to the Party. 

It was Schacht who organized the financial means for the decisive March, 
1933, election at a meeting of Hitler with a group of German industrialists in 
Berlin. Schacht acted as the sponsor or host of this meeting, and a campaign 
fund of several million marks was collected. . . . Further evidence on this 
point is also contained in the excerpt fiom the interrogation of Schacht on 
July 20, 1945. Schacht lent his support to Hitler not only because he was an 
opportunist, but also because he shared Hitler’s ideological principles. Apart 
from the entry in Goebbel’s diary, this may be seen from Schacht’s own letter 
to Hitler, under date of August 29, 1932,* pledging continued support to Hitler 
after the latter’s poor showing in the July, 1932, elections: “. .. What you 
could perhaps do with in these days is a word of most sincere sympathy. 
Your movement is carried internally by so strong a truth and necessity that 
victory in one form or another cannot elude you for long.’”’ And further down, 
and keep in mind that neither Hitler nor Schacht was then in the German 
Government, Schacht says: “‘ Wherever my work may take me in the near 
future, even if you should see me one day within the fortress, you can always 
count on me as your reliable assistant.” 

It may be helpful to remind the Tribunal that Schacht was recalled to 
the Presidency of the Reichsbank by Hitler on March 17, 1933, which office 
he continuously held until January 20, 1939; that he was Acting Minister 
and then Minister of Economics from August 1934 until November 1937 ; 
and that he was appointed General Plenipotentiary for War Economy in 
May 1935. He resigned as Minister of Economics and General Plenipotentiary 
for War Economy in November 1937, when he accepted appointment as 
Minister without Portfolio, which post he held until January 1943. His 
position as virtual economic dictator of Germany in the crucial years from 
early 1933 to the end of 1936 is practically a matter of common knowledge. 

Schacht was the guiding genius behind the Nazi expansion of the German 
credit system for rearmament purposes. From the outset, he recognized that 
the plan for German military supremacy required huge quantities of public 
credit. To that end a series of measures was adopted which subverted all 
credit institutions in Germany to the over-all aim of supplying funds for the 
military machine. I will briefly mention some of these measures. By Cabinet 
decree of October 27, 1933, the statutory reserve of forty per cent. in gold 
and foreign exchange required against circulating Reichsbank notes was 
permanently abandoned. By the Credit Act of 1934, the government assumed 
jurisdiction of all credit institutions, and control over the entire banking 
system was centralized in Schacht as Chairman of the Supervisory Board for 
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THE CASE AGAINST SCHACHT 





the Credit System and President of the Reichsbank. This Act not only enabled 
Schacht to control the quantity of credit but also its use. On March 29, 1934, 
a system of forced corporate lending to the Reich was imposed on German 
business. And on February 19, 1935, the Treasury was authorized to borrow 
funds in any amounts approved by the Reich Chancellor, that is, by Hitler. 

These measures enabled Schacht to embark upon what he himself has 
termed a “ daring credit policy,’ including the secret financing of a vast 
amount of armaments through the so-called “‘ Mefo”’ bill. . . . This method 
(Emil Puhl, a director of the Reichsbank during Schacht’s Presidency, points 
out in a statement] had as one of its primary advantages the fact that secrecy 
would be possible during the first years of the rearmament programme, and 
figures indicating the extent of rearmament that would have become public 
through the use of other methods could be kept secret through the use of 
“ Mefo”’ bills. 

The extent of the credit expansion, and the importance of ‘“ Mefo”’ 
financing, may be seen from . . . a letter from Finance Minister von Krosigk 
to Hitler, under date of September 1, 1938. I quote the following figures fiom 
the middle of the first page: ‘‘ The development of the Reich debt is as 
follows: As of December 31, 1932: funded debt, Rm. 10.4 billions ; current 
debt, Rm. 2.1 billions. As of June 30, 1938: funded debt, Rm. 1g billions ; 
current debt, Rm. 5 billions; and debt not subscribed to by public (that is, 
trade and “‘ Mefo ”’ bills of exchange), Rm. 13.3 billions. Total, as of December 
31, 1932: Rm. 12.5 billions; as of June 30, 1938, Rm. 35.8 billions. 

The Reich debt thus trebled under Schacht’s management. More than 
one-third of the total was financed secietly and through the instrumentality 
of the Reichsbank by ‘‘ Mefo” and trade bills. It is clear that this amount 
of financing outside the normal public issues represented armament debt. 

The character of Schacht’s credit policy, and the fact that it was ruthlessly 
dedicated to the creation of armaments, plainly appear from his own speech 
delivered on November 29, 1938: “It is possible that no bank of issue in 
peacetime carried on such a daring credit policy as the Reichsbank since the 
seizure of power by National Socialism. With the aid of this credit policy, 
howevei, Germany created an armament second to none, and this armament 
in turn made possible the results of our policy.”’ 


Economic Rearmament of Germany 


Beyond the field of finance Schacht assumed totalitarian control over the 
German economy generally, in order to marshal it behind the rearmament 
programme. He acquired great power over industry as a result of the Nazi 
reorganization of German industry along military lines, and in accordance 
with the so-called ‘‘ Leadership Piinciple.”’ . .. Schacht also exercised broad 
powers as a member of the Reich Defence Council, which was secretly estab- 
lished on April 4, 1933, and the function of which was preparation for war, 

. including stockpiling, production of scarce goods, removal of industry to 
secure areas, fuel and power supply for war production, machine tools, control 
of wartime priorities, rationing, price control, civilian supply, and so on. 

Finally, in 1934, Schacht acquired sweeping powers under legislation which 
authorized him, as Minister of Economics, to take any measure deemed 
necessary for the development of the German economy. . . . The so-called 
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“New Plan,’ devised by Schacht, was announced in the fall of 1934, shortly 
after he became Minister of Economics. . . . The new Plan was Schacht’s 
basic programme for obtaining the necessary foreign-produced raw materials 
and foreign exchange required to sustain the rearmament programme. 

With respect to the details of the new Plan, I offer in evidence an affidavit 
of Emil Puhl, dated November 7, 1945. . . . This affidavit, by a co-worker of 
Schacht, describes in detail the many ingenious and often ruthless devices 
he used, including negotiating “ stand-still ’’ agreements; forcing payment in 
Reichsmarks of interest and amortization on debts incurred in foreign currency; 
using scrip and funding bonds for the same purpose ; suspending service on 
foreign-held debt ; blocking foreign-held marks; freezing foreign claims in 
Germany; eliminating .unessential foreign expenditures; requisitioning 
German-held foreign exchange; subsidizing exports; issuing restricted 
marks; bartering under clearing agreements; licensing imports; and con- 
trolling all foreign exchange transactions to the end of favouring raw materials 
for armaments, and for the export industries to obtain further foreign exchange. 

Schacht even went so far as to invest foreign-held Reichsmarks on deposit 
in German banks in rearmament notes, thus, as he put it, financing rearmament 
with the assets of his political opponents. . . . Moreover, Schacht even resorted 
to capital punishment to prevent the loss of foreign exchange when frightened 
capital began to flee the country. . . . Schacht took particular pride in the 
results which were accomplished under the stringent controls which he insti- 
tuted under his ‘“‘ New Plan.”’ I refer the Tribunal to Schacht’s speech in 
Berlin on November 29, 1938: ~‘... The success of the ‘New Plan’ can be 
proved by means of a few figures. Calculated according to quantity, the 
import of finished products was throttled by 63 per cent. between 1934 and 
1937. On the other hand, the import of ores was increased by 132 per cent., 
of “si troleum by 116, of grain by 102, and of rubber by 71 per cent.” 

While President of the Reichsbank and Minister of Economics, Schacht 
acquired still another key position, that of General Plenipotentiary for the 
War Economy. He received this appointment from Hitler pursuant to the 
unpublished Reich Defence Law, secretly enacted on May 21, 1935. By 
virtue of this appointment, Schacht was put in complete charge—except for 
certain direct armament production under control of the War Ministry, in 
complete charge of economic planning and preparation for war in peacetime ; 
and upon the outbreak of war, he was to be the economic czar of Germany, 
with complete control over the activities of a number of key Reich ministries. 

A status report issued in December 1937 under the signature of Schacht’s 
deputy Wohltat . . . discloses that before his resignation Schacht had worked 
out in amazing detail his plans and preparations for the management of the 
economy in the forthcoming war. For example, 180,000 industrial plants in 
300 industries had been surveyed with respect to usefulness for war purposes 
economic plans for the production of 200 basic materials had been aa 
out ; a system for the letting of war contracts had been devised ; allocations 
of coal, motor fuel, and power had been determined ; Rm. 248 millions had 
been spent on storage facilities alone ; evacuation plans for war materials 
and skilled workers from military zones had been worked out; 80 million 
wartime tation cards had alieady been printed and distributed to local areas ; 
and a card-index on the skills of some 22 million workers had been prepared. 
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This ended the proceedings of January 10. On the following day, Lieutenant 
Bryson continued: Yesterday we had just about completed our proof with 
respect to the contribution of the defendant Schacht to thé preparation 
for war, and I wish to submit one more document on this point. . . . It consists 
of a statement by George S. Messersmith, United States Consul General in 
Berlin 1930 to 1934. I will quote therefrom: “‘ It was his (Schacht’s) financial 
ability that enabled the Nazi régime in the early days to find the financial 
basis for the tremendous armament programme and which made it possible 
to carry it through. If it had not been for his efforts, and this is not a personal 
observation of mine only but I believe was shared and is shared by every 
observer at the time, the Nazi régime would have been unable to maintain 
itself in powe1 and to establish its control over Germany, much less to create 
the enormous war machine which was necessary for its objectives in Europe 
and later throughout the world. The increased industrial activity in Germany 
incident to rearmament made gieat imports of raw materials necessary, while 
at the same time exports were decreasing. Yet by Schacht’s resourcefulness, 
his complete financial ruthlessness, and his absolute cynicism, Schacht was 
able to maintain and to establish the situation for the Nazis. Unquestionably, 
without this complete lending of his capacities to the Nazi Government and 
all of its ambitions, it would have been impossible for Hitler and the Nazis to 
develop an armed force sufficient to permit Germany to launch an aggressive 
war... . Dr. Schacht always attempted to play both sides of the fence. He 
told me, and I know he told both other American representatives in Berlin and 
various British rep~esentatives, that he disapproved of practically everything 
the Nazis were doing. I recall on several occasions his saying, after the Nazi 
Party came into power, that if the Nazis were not stopped they were going to 
ruin Germany and the rest of the world with it. I recall distinctly that he 
emphasized to me that the Nazis were inevitably going to plunge Europe into 
war. ... In my opinion, Schacht was in no sense a captive of the Nazis. He 
wis not com 2lle1 to devote his tim: and his capacities to their interest. 
His situation was such that he would most likely have been able either to work 
on a much more restrained scale or to abstain from activity entirely. He con- 
tinued to lend his services to the Nazi Government at every opportunity.” 


Knowledge of Hitler’s War Aims 


We tuin now to the third part of our case against Schacht. The evidence 
is clear that he willingly contributed his efforts to the Nazi conspiracy, knowing 
full well its aggressive designs. . . . There is ample evidence to justify the 
conclusion that Schacht rearmed Germany in order to see fulfilled his strong 
belief in aggressive expansion as an instrument of German national policy. 
Schacht had long been a German nationalist and expansionist. He spoke 
against the Treaty of Versailles at Stuttgart as early as 1927. . . . On April 16, 
1929, at the Paris Conference in connection with reparations, he said: 
“Germany can general y only pay if the Corridor and Upper Silesia will be 
handed back to Germany fiom Polish possession, and if besides somewhere 
on the earth colonial territory will be made available to Germany.” This 
statement was quoted to Schacht, and his reply contains an admission of 
having made the statement. In his reply he said: ‘‘ That Germany could 
not pay at the time after I made the statement has been proved, and that 
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Germany will not be able to pay after this war will be proved in the future.” 
I wish to point out that this is the very territory which was the subject of 
armed aggression in September, 1939. 

In 1935, Schacht stated flatly that Germany would, if necessary, acquire 


colonies by force. I offer in evidence . . . an affidavit of S. R. Fuller, Jr., 
together with a transcript of his conversation with Schacht at the American 
Embassy in Berlin on September 23, 1935 . . . where there appears a state- 


ment by Schacht: “‘ Colonies are necessary to Germany. We shall get them 
through negotiation, if possible, but if not, we shall take them.” 

In July 1936, when the rearmament programme was well under way, 
Schacht again publicly spoke of the Versailles Treaty. This time his languag 
contained an explicit threat of war: ‘“‘ The memory of war weighs undiminished 
upon the people’s minds. That is because, deepe1 than material wounds, 
moral wounds are smarting, inflicted by the so-called peace treaties. Material 
loss can be made up through renewed labour, but the moral wrong which has 
been inflicted upon the conquered peoples, in the peace dictates, leaves a 
burning scar on the people’s. conscience. The spirit of the Versailles Treaty 
has perpetuated the fury of war, and there will not be a true peace, progress 
or reconstruction until the world desists from this spirit. The German people 
will not tire of pronouncing this warning.” 

Later in the same year, Schacht publicly advocated the doctrine of 
“Lebensraum ”’ for the German people (speech at Frankfurt on December 9, 
1936): ‘‘ Germany has too little living space for her population. She has 
made every effort, and certainly greater efforts than any other nation, to 
extract from her own existing small space whatever is necessary for the securing 
of her livelihood. However, in spite of all these efforts, the space does not 
suffice.” 

In January 1937, Schacht, in a conversation with Ambassador Davies,* 
at least by inference, threatened a breach of the peace in demanding a colonial 
cession. . . . In December, 1937, Ambassador Vodd noted in his diary? that 
Schacht would be willing to risk war for the sake of new teiritory in Europe : 
“Schacht meant what the army chiefs of 1914 meant when they invaded 
Belgium, expecting to conquer France in six weeks; that is, domination and 
annexation of neighbouring little countries, especially North and East. Much 
as he dislikes Hitler’s dictatorship he, as most other eminent Germans, wishes 
annexation without war if possible ; with war if the United States will keep 
hands off.”” [In a previous conversation with Ambassador Dodd, Schacht] 
“ acknowledged that the Hitler Party is absolutely committed to war and the 
people, too, are ready and willing. Only a few government officials are aware 
of the dangers and are opposed. . . . I reminded him of his Bad Eilsen speech 
some two weeks ago and said, ‘ I agree with you about commercial and financial 
matters in the main, but why do you not, when you speak before the public, 
tell the German people they must abandon a war attitude?’ He replied, 
‘J dare not say that. I can only speak on my special subjects.’ . . . How 
then can German people ever learn the real dangeis of war, if nobody ever 
presents that side of the question ? He once more emphasized his opposition 
to war and added th a very great man,’ 
he interjected—to prevent war. . . . ‘ The German papers printed what I said 
at Bremen about commercial, relations between our countries, but not a word 
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about the terrible effects and barbarism of war.’ He acknowledged that and 
talked very disapprovingly of the Propaganda Ministry, which suppresses 
everything it dislikes.” The date of this conversation was in September 1934. 

Schacht admittedly strained all the resources of Germany to build up a 
Wehrmacht which would provide Hitler with an instrument for realization 
of his desire for Lebensraum. In this connection, I offer in evidence a memo- 
randum from the Reichsbank Directorate, signed by Schacht, to Hitler, dated 
January 7, 1939.§ I wish to read the last paragraph of the first page: “‘ From 
the beginning the Reichsbank had been aware of the fact that a successful 
foreign policy can be attained only by the reconstruction of the German armed 
forces. It (the Reichsbank) therefore assumed to a very great extent the 
responsibility to finance the rearmament in spite of the inherent dangers to 
the currency. The justification theceof was the necessity, which pushed all 
other considerations into the background, to carry through the armament at 
once, out of nothing and furthermore under camouflage, which made a respect- 
commanding foreign policy possible.’’ It is clear that the ‘ successful foreign 
policy,”” which Schacht thus attributed to rearmament, included the Austrian 
and Czechoslovakian acquisitions. This line of proof shows that Schacht 
entertained an aggressive philosophy with respect to territorial expansion, 
and justifies the conclusion that he allied himself with Hitler because of their 
common viewpoint. 

We turn now to proof that, whether or not Schacht wanted war, he at least 
knew Hitler planned military aggression, for which he was creating the means. 
He had numerous discussions with Hitler from 1933 to 1937. He knew that 
Hitler was intent upon expansion to the east, which would mean war, and that 
Hitler felt he must present the German people with a military victory. As 
early as 1934, Schacht stated his belief that the Nazis would bring war to 


Europe. . . . After attending a meeting of the Reich Ministers on May 27, 
1930, in Berlin, Schacht must have known that Hitler was contemplating 
oe At this meeting the defendant Goering, who was very close to Hitler, 


stated that all measures are to be considered from the standpoint of an assured 
waging of war, and that waiting for new methods is no longer appropriate. 
... On August 31, 1936, the War Minister von Blomberg sent to Schacht a 
copy of von Blomberg’s letter to the defendant Goering: ‘‘Acccording to 
an order of the Fuehrer, the setting up of all Air Force units is to be completed 
on April 1, 1937. Therefore, considerable expenditures have to be made in 
1936 which at the time that the budget for 1936 was made were planned for 
later years only.” This intensification of the air force programme certainly 
revealed to Schacht the closeness to war which Hitler must have felt. 

I also offer in evidence . . . minutes of the Cabinet meeting of September 4, 
1936, which Schacht attended. I read the statement by Goering found at 
the top of page 2 of this document: “ The Fuchrer and Reichskanzler has 
given a memorandum to the Colonel General and the Reich War Minister 
which represents a general instruction. It starts from the basic thought that 
the showdown with Russia is inevitable.” Schacht thus knew that Hitler 
expected war with Russia. He also knew of Hitler’s ambition towards the 
east. It must have been plain to him, therefore, that such a war would result 
from Russian opposition to German military expansion in that direction ; 
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that is, Schacht must have known that it would be a war of German aggression, 

In January 1937, the Tribunal will recall, Schacht stated to Ambassador 
Davies in Berlin that he had “ been authorized by his government ”’ to submit 
certain proposals to France and England, which, in fact, amounted to a bid 
for colonies under threat of war. If Schacht was acting under instructions 
from Hitler, he was necessarily familiar with Hitler’s aggressive intentions 
at that time. In November of 1937 Schacht knew Hitler was determined to 
acquire Austiia and at least autonomy for the Germans of Bohemia and that 
Hitler also had designs on the Polish Corridor. 

In addition to the foregoing direct evidence, the Tribunal is asked to take 
into consideration the fact that to such a man as Schacht the events of the 
period certainly bespoke Hitler’s intention. Schacht was a close collaborator 
of Hitler and a member of the cabinet during the period of the Nazi agitation 
in Austria, the introduction of conscription, the march into the Rhineland, 
the overthrow of the Republican Government of Spain, the ultimate conquest 
of Austria, and the acquisition of the Sudetenland by a show of force. During 
this period the Reich’s debt tripled under the stress of mounting armament. 
The expenditure rose from thiee-quarters of a billion Reichsmarks in 1932 
to eleven billion Reichsmarks in 1937, and fourteen billion Reichsmarks were 
spent on armaments. It was a period in which the burning European issue 
was the satisfaction of Germany’s repeated demands for additional territory. 

. . Certainly in this setting Schacht did not proceed in ignorance of the fact 
that he was assisting Hitler and Germany along the road to armed aggression. 


Motives for Schacht’s Resignation 


We turn now to our last line of proof, with respect to Schacht’s loss of 
power in the Hitler régime. In November 1937 Schacht resigned his offices 
as Minister of Economics and General Plenipotentiary for the War Economy. 
At that time he accepted the appointment as Ministe1 without Portfolio, and 
he also continued as President of the Reichsbank. 

Our evidence will show (a) this change in position was no more than a 
clash between two power-seeking personalities, Goering and Schacht, in 
which Goering, being the closer to Hitler, won out ; (d) their policy differences 
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were concerned only with the method of rearming ; and (c) Schacht’s loss of 


power in no sense implies an unwillingness to assist armed aggression. 

There was an issue of policy between Goering and Schacht, but it was 
concerned only with the method and not the desirability of war preparations. 
Schacht emphasized foreign trade as a necessary source of rearmament material 
during the transitory period until Germany should be ready to strike. Goering 
was a proponent of complete self-sufficiency. Hitler supported Goering, and 
Schacht, his pride wounded and bitterly resenting Goering’s intrusion in the 
economic field, finally stepped out. 

On November 26, 1936, Goering issued a directive regarding raw and 
synthetic material production. . . . On December 11, 1936, Schacht found it 
necessary to order all supervisory offices in the Ministry of Economics to 
accept instructions from him alone. 

The military sides with Schacht, who had rearmed them so well... . In 
January 1937 the Military Weekly Gazette published an article warmly praising 
Schacht’s rearmament. . . . Shortly thereafter Schacht attempted to force 
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a show-down with Goering by temporarily refusing to act in his capacity as 
Plenipotentiary. I offer in evidence EC 244, US Exhibit 641, consisting of a 
letter from von Blomberg, the Minister of War, to Hitler under date of 
February 22, 1937.* . . . Schacht was obviously using his importance to the 
wat preparations as a lever. 

Under date of August 5, 1937, Schacht wrote a critical letter to Goering, 
who replied with a twenty-fou: page letter on August 22, 1937. Goering’s 
letter reviews their many differences in detail. . . . I wish to read simply one 
statement : ‘‘ In conclusion I should like to refe1 to remarks which you made 
in a paragraph of your letter entitled ‘The Four Year Plan’ about your 
general attitude toward my work in regard to the economic policy. I know 
and am pleased that at the beginning of the Four Year Plan you promised 
me your loyal support and co-operation and that you repeatedly renewed 
this promise even after the first differences of opinion had occurred and had 
been removed in exhaustive discussions. I deplore all the more having the 
impression recently, which is confirmed by your letter, that you are increasingly 
antagonistic toward my work in the Four Year Plan. This explains the fact 
that our collaboration has gradually become less close.”’ 

Schacht and Goering were reconciled by written agreement on July 7, 
1937, but subsequently again fell into disagreement, and Hitler finally accepted 
Schacht’s resignation as Minister of Economics on November 26, 1937, simul- 
taneously appointing him as Minister with Portfolio, and later Schacht’s 
resignation was extended to his position as Plenipotentiary for War Economy. 

In all this abundant and consistent evidence, there is not the slightest 
suggestion that Schacht’s withdrawal from these two posts represented a 
break with Hitler on the ground of contemplated military aggression. Indeed, 
Hitler was gratified that Schacht would still be active in the Government as 
President of the Reichsbank and as Minister without Portfolio. Schacht 
did continue, obviously, still in full agreement with Hitler’s aggressive purposes. 
He was still President of the Reichsbank at the time of the taking of Austria 
in March 1938. In fact, the Reichsbank took over the Austrian National Bank. 

We come now to the removal of Schacht from the Presidency of the Reichs- 
bank in January 1939. The reason for this development is quite clear. Schacht 
lost confidence in the credit capacity of the Reich, and was paralysed with 
fear of a financial collapse. He felt that the maximum level of production 
had been reached, so that an increase in banknote circulation would only 
cheapen money and bring on inflation. In this attitude he ceased to be useful 
to Hitler, who was about to strike and wished to tap every ounce of available 
Government credit for military purposes. It is clear that Schacht’s fear was 
genuine, and is a complete explanation for his departure from the scene. . 
Schacht was not only afraid of a financial crisis, but was afraid that he per- 
sonally would be held responsible for it. 

I offer in evidence an affidavit of Emil Puhl, a director of the Reichsbank 
and co-worker of Schacht: ‘‘ When Schacht saw that the risky situation 
which he had sponsored was becoming insoluble, he was more and more anxious 
to get out. This desire to get out of a bad situation was for a long time the 
‘leit motif’ of Schacht’s conversation with the directors of the bank.” In 
the end, Schacht escaped by deliberately stimulating his dismissal from the 
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Presidency of the Reichsbank. Hitler dismissed Schacht from the Reichsbank 
on January 20, 1939.* 


Summary of Indictment 


From all the foregoing it is clear that Schacht’s dismissal in no sense reflected 
a parting of the ways with Hitler on account of proposed aggression. 
I wish to conclude by saying that the evidence shows: first, Schacht’s work 
was indispensable to Hitler's rise to power and to the rearmament of Germany ; 
secondly, Schacht personally was favourably disposed towards aggression and 
knew Hitler intended to and would break the peace; and third, Schacht 
retired from the scene for reasons wholly unrelated to the imminence of illegal 
aggression. So long as he remained in power, Schacht was working as eage rly 
for the preparation of aggressive war as any of his colleagues. He was beyond 
any doubt most effective and valuable in this connection. His assistance in 
the earlier phase of the conspiracy made their later cr mes possible. His 
withdrawal from the scene of action reflected no moral feeling against the use 
of aggressive warfare as an instrument of national policy. He per onally 
struggled to retain his position. By the time he lost it, he had already com- 
pleted his task in the conspiracy, namely, to provide Hitler and his colleagues 
with the physical means and economic planning necessary to launch and 
maintain the aggression. We, do not believe that having prepared the 
Wehrmacht for assault upon the world, he should now be permitted to find 
refuge in his loss of power before the blow was struck. 





Appendix A 


The President of the Reichsbank (in retirement). 


Dr. HJALMAR SCHACHT. 
August 29, 1932. 


Dear Herr Hitler, 

May I hope that you will allow me to use this form of addressing you, since the 
only ptirpose of my letter is to assure you of my unchanging sympathy in these times 
of great trials. I realize that you are not in need of consolation. The rise to a total 
of 14 million votes cast for you, the perfidious counterblow by the other—theoretically 
stronger—side, and the loss of the votes of political profiteers, all these are things which 
could not seriously surprise you. But what you could perhaps do with in these days is a 
word of most sincere sympathy. Your movement is carried internally by so strong a 
truth and necessity, that victory in one form or another cannot elude you for long. 
During the time of the rise of your movement you did not let yourself be led astray by 
false gods. I am firmly convinced that now, when you are forced into a position of 
defence for a short time, you will likewise resist the temptation of an alliance with false 
idols. If you remain the man that you are, then success cannot elude you. 

You know that I do not intend to give you any tactical advice, since I submit 
absolutely to your superiority in this subject. But perhaps as an economist I may say 
this: if possible, do not put forward any detailed economic programme. There is no 
such programme on which 14 millions could agree. Economic policy is not a factor for 
building up a party, but at best collects interest. Moreover, economic measures vary 
with time and circumstances, It merely depends on the spirit out of which they are 
born. Let this spirit be the deciding factor. 

Wherever my work may take me to in the near future—even if you should see me 
one day within the fortress—you can always count on me as your reliable assistant. 





* Appendices F and G 
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I felt the need of writing the above to you, as in our time so few understand that 
everything depends on the inner strength. 
With a vigorous “ Heil,” 
(Signed) HJALMAR SCHACHT. 


Appendix B 


EXCERPT FROM TELEGRAPHIC REPORT BY AMBASSADOR DAVIES FROM 
MOSCOW, DATED JANUARY 20, 1937, OF CONVERSATION WITH SCHACHT 


A few hours before departure from Berlin I had a most unusual visit with Schacht. 
It was expressly personal and specifically unofficial. Because of its unusual frankness and 
explicitness and comprehensiveness of its character the writer concluded to forward 
information by cable. 

Schacht expressed the greatest admiration for the extraordinary abilities and powers 
of President Roosevelt in domestic matters and expressed the hope that these powers 
might be used for the preservation and establishment of world peace. He stated the 
following : that the present condition of the German people was intolerable, desperate 
and unendurabie ; that he had been authorized by his Government to submit proposals 
to France and England which would (1) guarantee European peace; (2) secure present 
European international boundaries ; (3) reduce armaments ; (4) establish a new form ofa 
workable League of Nations ; (5) abolish sanctions with new machinery for joint adminis- 
tration ; all based upon a colonial cession that would provide for Germany an outlet for 
population, source for foodstuffs, fats and raw materials ; such cession of colonies to be 
by, joint agreement of other Powers and with colonies themselves; that France was 
surprisingly agreeable thereto in principle and suggested that France approach England ; 
that England flatly rejected the proposal; that he had tried to secure opportunity for 
informal discussions with the English Foreign Office but the overture was rejected. 

Schacht earnestly urged that some such feasible plan could be developed if discus- 
sions could be opened ; and that if successful would relieve European war menace, relieve 
people of enormous expenditures for armament, restore free flow of international com- 
merce, give outlet to thrift and natural abilities of his countrymen and change their present 
desperation into future hope; that resulting therefrom the present artificial barriers of 
international commerce would be broken down and revision of currency control and other 
reforms would automatically follow. 

Schacht stated he hoped the President would call an international conference in 
Washington. To this the writer suggested that possibly the President would be indisposed 
to become entangled in these matters unless there was some assurance of success. Schacht 
suggested that the conference should not be called unless situation had been practically 
agreed upon in advance ; that matter for discussion should be used only as ancillary to 
the general purpose and as a cap to the whole arrangement; that the conference, if 
called, should not be called an ‘‘ economic conference’ but a ‘‘ peace congress ’’ or 
some such words. 

Writer stated that in frankness he should observe that while peace-loving people of 
the world sympathized with the straits of the German people, that there was nevertheless 
apprehension arising out of past aggressive acts, speeches (Nuremberg) and other publica- 
tions that militarism, regimentation, persecution of races and religions indicated not a 
spirit of peace but a lust for conquest and domination. Schacht earnestly and, I believe 
sincerely, rejoined that these recent manifestations were simply an effort to restore the 
morale of the German people after years of disappointment as a democracy in its negotia- 
tions with Powers for twelve years and ‘“‘ were the manifestations of the desperation and 
terrible plight of a people bottled up and being economically starved in a world of plenty.” 
He intimated that armaments and the like were really trading stock to force a measure of 
justice upon realistic and selfish nations who had been enemies of his people. 

In conclusion Schacht expressed greatest admiration for the President’s Buenos Aires 
speech and the splendid results of Secretary Hull’s conference there. 
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EXCERPTS FROM AMBASSADOR DODD’S DIARY, 1933/1938 


Edited by William E. Dodd, Jr., and Martha Dodd, with an introduction by 
Charles A. Beard. Victor Gollancz, Ltd., London, 1941 


PAGES 175 to 177 
1934, September 19, Wednesday. I called on Dr. Schacht, on request of our 


Secretary of State, at 11 o’clock. He was very cordial. When we had greeted each 
other, I said very frankly that the relations of our two countries could hardly improve 
so long as everybody in the United States was convinced that Germany was making 
ready to precipitate another war. What good can I do in Berlin if all Germany is moving 
towards a world or European conflict ? If I am to fail here, would it not be better to 
return home and stay ? He was a little stunned and replied: ‘‘ You must not retire; 
it would do harm.”’ But what can one, of my way of thinking, do in a country where 
the atmosphere is so disagreeable ? 

He then said: “All the world is combining against us; everybody is attacking 
Germany and trying to boycott her.’’ Yes, I replied, but you know the way to stop such 
things is not to arm to the teeth. If you went to war and won, you would lose more 
than you could gain. Everybody would lose. When he declared that the Germans are 
not arming so intensively, I said: Last January and February Germany bought from 
American aircraft people $1,000,000 worth of high-class war flying machinery and paid 
in gold. He looked embarrassed and was about to deny it, but as he saw I was going 
to produce a document, he said: ‘ Yes, I suppose you know all about it, but we must 
arm.”’ 

He then acknowledged that the Hitler Party is absolutely committed to war, and 
the people, too, are ready and willing. Only a few government officials are aware of the 
dangers and are opposed. He concluded: “ But we shall postpone it ten years. Then 
it may be we can avoid war.” 

1 reminded him of his Bad Eilsen speech some two weeks ago and said: I agree with 
you about commercial and financial matters in the main. But why do you not, when 
you speak before the public, tell the German people they must abandon a war attitude ? 
He replied: ‘‘ I dare not say that. I can only speak on my special subjects.”’ 

How, then, can German people ever learn the real dangers of war if nobody ever 
presents that side of the question ? He once more emphasized his opposition to war 
and added that he had used his influence with Hitler, “a very great man,’ he interjected, 
to prevent war. I said: The German papers printed what I said at Bremen about 
commercial relations between our countries, but not a word about the terrible effects 
and barbarism of war. He acknowledged that and talked very disapprovingly of the 
Propaganda Ministry which suppressed everything it dislikes. He added as I was leaving : 
‘You know a party comes into office by propaganda and then cannot disavow it or 
stop it.” 

On my return to the Chancery, I left my car standing near the Brandenburger Tor 
and walked into the British Embassy on the Wilhelmstrasse. Sir Eric Phipps was in 
his office and I talked fifteen minutes about the accumulating evidence in our office of 
Germany’s intense war activity. His consular officials seem not to have given him infor- 
mation we have received from ours, especially from Stuttgart and Munich. He pretended 
to be surprised when I gave him the facts about German purchases of aircraft from the 
United States in the last six months. 

I also let him know that Schacht had acknowledged to me the war purposes of the 
Nazi party. My talk with Phipps was confidential and preparatory to future conver- 
sations with him if President Roosevelt tries again to bring American arms manufacture 
under government control. My hope was to enlist him in a move to persuade his Govern- 
ment to set up an investigation like that of Senator Nye, now causing so much excitement 
in all countries. Although I know England had protested against this exposure of the 
corrupt practices of its arms manufacturers, I bluntly alluded to the good effects of 
the Nye exposures. He agreed, though he did not indicate a desire to say anything further. 
The arms manufacturers over the world are the cause of most of this trouble in Europe. 

At 2.30 I went as guest of the Foreign Office to the Kroll Opera House to hear 
discussions of the great road work now going on in Germany. A number of Germans 
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were present, as also the English and French Ambassadors. It turned out to be merely 
an occasion for Von Neurath to explain German foreign policy ‘‘ and peaceful purposes 
—the Fuehrer desires peace above all else.’’ The idea was to explain Germany’s attitude 
towards Russian admission to the League and the forthcoming plebiscite in the Saar 
Territory, «cre the people are to decide, January 11, I believe, whether they will return 
to the fatherland or remain under League of Nations rule. 

All the members of the diplomatic corps were present and remained in their places 
until Von Neurath had finished. When the translator began to give English translations, 
the British and French Ambassadors retired. A little later the Italian and I left. We 
had had enough of it. Von Neurath was not bad, but no one believed his assertions 
about the peace purposes of the present régime. 


PaGES 446 AND 447 

1937, December 21, Tuesday. At a luncheon given us to-day as a farewell by Dr. 
Schacht, conversations were as free and critical as I have ever heard in Germany. 
Dr. Schacht’s removal from his directorship of Economics Ministry may be taken as 
one cause. But the head of the International General Electric Company here, as well 
as others from banks and industrial plants, were even more outspoken. They were 
most fearful of the Hitler régime. One thing which worried the electric company chief 
was the order by Hitler to give up his great administrative building, which represents a 
10,000,000 mark investment for the company. The company is to be allowed only 
6,000,000 marks. He said he told Hitler’s official spokesman: ‘ Then I will leave 
Germany and settle in eastern France.’”’ What Hitler said when told this was not stated, 
but it is clear enough that the electric man would be imprisoned if he tried to leave 
Germany. 

Schacht spoke of the defeat of Germany in 1918 as wholly due to Woodrow Wilson’s 
bringing America into the World War. But I said: ‘‘ Wilson’s Fourteen Points were 
the one great promise of international peace and co-operation and every country on 
both sides had helped to defeat his purpose. Don’t you think Wilson, fifty years from 
now, will be regarded as one of the greatest Presidents the United States has ever had ? ”’ 
He evaded an answer but turned his attention to the Japanese-Chinese war and opposed 
Germany’s alliance with Japan. Then he showed the true German attitude: “ If the 
United States would stop the Japanese war and leave Germany to have her way in 
Europe, we would have world peace.” 

I did not comment and others also failed to make remarks. Schacht meant what 
the army chiefs of 1914 meant when they invaded Belgium, expecting to conquer France 
in six weeks, i.e., domination and annexation of neighbouring little countries, especially 
north and east. Much as he dislikes Hitler’s dictatorship, he, as most other eminent 
Germans, wishes annexation—without war, if possible ; with war, if the United States 
will keep hands off. Much as I admire Schacht for some of his courageous acts, I am 
now afraid he would not make a good American if he migrated. 


Appendix D 


Berlin W. 35, 
February 22, 1937. 
The Reichswehr Minister and Supreme Commander 
of the Armed Forces. 


SECRET COMMAND MATTER 
My Fuehrer ! 

The Plenipotentiary for War Economy is to be considered under your instructions 
as laid down in the Reich Defence Law of May 21, 1935, a Supreme Government Authority 
(oberste Reichsbehérde). You have appointed Reichsbank President Dr. Schacht as 
head of the organization. 

The President, Dr. Schacht, has notified me that he is not acting in his capacity 
as plenipotentiary for the time being, since in his opinion there is existing a conflict 
between the powers conferred upon him and those of Col. General Goering. Because 
of this the preparatory mobilization steps in the economic field are delayed. 

For purposes of clarification may I point out that in my opinion there is no over- 
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lapping in the realm of economic mobilization between the work of Col. General Goering 
as head of the Four-Year Plan and that of the Plenipotentiary for War Economy. 

The Four-Year Plan has as its object, with regard to economic rearmament, to clear 
all bottlenecks within this programme now, i.e., in time of peace. Especially the proposals 
to secure Germany’s own needs for ore, fuel and rubber are of greatest significance from 
the point of view of a war economy. 

The Flenipotentiary, on the other hand, is entrusted with the task of preparing the 
existing economic forces of Germany for the event of war and to exploit these forces in 
the most useful way for the people and the army, should war break out. It is a matter 
of course that the two organizations should keep each other informed about all transac- 
tions made by either one of them. Since, moreover, the basic directives for the prepara- 
tion of economic mobilization originate with my office, any controversy between the 
Plenipotentiary and the head of the Four-Year Plan can easily be avoided. 

If you, my Fuehrer, agree with my view regarding these jurisdictional questions, 
it may be possible to induce Reichsbank President Dr. Schacht, whose co-operation as 
plenipotentiary for preparation of war is of great significance, to resume his former 
activity. 

(Signed) VON BLOMBERG. 


Appendix E 


Berlin, January 7, 1939. 
The President of the Reichsbank Directory. 
CONFIDENTIAL REICHSBANK MATTER 
To The Fuehrer and Reich Chancellor, 
Berlin. 

The Reichsbank, for a long time, has pointed out the dangers to the currency resulting 
from overstraining of public expenditure and of short-term credits. At the end of 1938, the 
currency and financial position has reached a danger point, which compels us to ask for 
measures which make it possible to master the threatening danger of inflation. 

From the beginning, the Reichsbank has been aware of the fact that a successful 
foreign policy can be attained only by the reconstruction of the German armed forces. 
It (the Reichsbank) therefore assumed to a very great extent the responsibility to finance 
the rearmament in spite of the inherent dangers to the currency. The justification 
thereof was the necessity—which pushed all other considerations into the background— 
to carry through the armament at once, out of nothing and furthermore under camouflage, 
which made a respect-commanding foreign policy possible. 

In carrying out this programme it was decisive to prevent signs of inflation, because 
an inflation would not only have undermined the confidence in the National Socialistic 
leadership, but also because nothing can be gained materially through an inflation. At 
best, an inflation can deceive for a very short time the unexperienced broad masses as to 
the declining purchasing power of money, but leads then very quickly to an all the more 
greater disappointment. Economically it leads to the destruction of liquid capital funds, 
it disorganizes the tax revenues and with them the total finances of the State, it under- 
mines the desire to save and therefore renders impossible the placement of government 
loans, it raises the cost of imported necessary goods and will stop the clearing machinery 
and its great advantages, so that finally foreign trade comes to a stop. 

In order to prevent signs of inflation, the Reichsbank, from the beginning, has 
insisted on two fundamental requirements : 

(1) A control over the money and investment market ; 
(2) a control of prices and wages. 

In connection with the latter, the first signer of this letter, as Minister of Economy, 
has urged the re-instatement of a price controller (after the discontinuance of the price 
control offices headed by Dr. Goerdeler), who was then newly appointed in the person 
of Gauleiter Josef Wagner. 

The other requirement has been taken care of by a decision of the cabinet in May 


EEE 


ering 


clear 
osals 
from 


z the 
es in 
atter 
1sac- 
ara- 

the 


ions, 
n as 
‘mer 


ling 
the 
for 


sful 
ces. 
ince 
hon 
d— 
ge, 


use 
stic 
s to 
ore 
ids, 
ler- 
nt 
ry 


1aS 


ny, 


on 


ay 


ee 


— ee 





THE CASE AGAINST SCHACHT 157 





1933, which provided for a control committee presided over by the president of the 
Reichsbank. 

The control over the money and investment market was intended to serve two purposes : 
first, the consolidation of short-term Reich obligations in the investment market; and 
second, the placement of short-term Reich notes (Mefo-acceptances, etc.) in the money 
market. The use of the money-market made it possible to place approximately Rm. 6 
milliar1; Mefo-acceptances outsil2 taz Reicasdan‘, ia allitioi t» taz Mefo-icceptances 
of approximately Rm. 6 milliards which the Reichsbaik cariied in its portfolio, thus 
without burdening the money circulation. This was possible as the Reichsbank declared 
itself ready to cash at any time Mefo-acceptances, so that the available cash funds of 
the German economy could find in these acceptances a continuously renewing investment, 
however temporary. 

These two controls over the money and investment market on the one hand and 
over wages and prices on the other hand operated (functioned) fairly satisfactorily, so 
long as the German economy had not arrived at the potnt of full employment. The production 
costs remained low, due to greater utilization of the productive capacity, and industry 
could cover its working capital requirements from rising operating profits without availing 
itself of the investment market to any large extent. The effectiveness of the controls, 
however, had to decline the closer the German economy neared the point of full- and 
over-employment. The expansion of industrial plant, the employment of unskilled 
labour and lower productivity due to longer working hours, increased the costs of pro- 
duction, exhausted operating profits and forced industry more and more to replenish 
its financial requirements in the open investment market, which until then could be held 
available mainly for the financial requirements of the Reich. The investment market, 
therefore, was bound to fail for the increased requirements. 

The over-employment of the economy was accompanied by scarcity of materials 
and labour and by a lowering of the quality. At the same time the relative production 
of consumer goods for daily needs lagged, so that the problem arose of increased to.al wages 
against a smaller quantity of consumer goods. Fast growing wage- and price-increases 
were the causes of this development. Of course, the past increases of prices and wages 
differentiate. There are a number of goods for which prices have been maintained or 
probably even were lowered a little, and there are labour groups which were not affected 
by the wave of wage increases; for instance, certain groups of the textile industry. 
However, among other labour and merchandise groups, wage and price increases took 
place which especially lately assumed very extraordinary proportions. These increases 
become especially evident during the last ten months of 1938. Beginning in March 
and through the period of the Austrian and Sudetenland invasion and the actions con- 
nected therewith, the wage and price structure totally fell apart. Also, it is regrettable that 
a slackening or even a return to the former basis is not noticeable after the termination of 
our foreign political actions. 

In regard to investments in stock on hand, to which must be added the stock for 
armaments, the price increases are due to the excess of orders and the pressure for quick 
production. These demands have caused the failure of all planning by the authorities 
placing the orders, as well as the firms executing them. The parties placing the orders 
force the manufacturers to corner material and labour, which has caused an excessive 
price and wage vacket because of the shortage of material and labour. In the field of 
consumer goods, increases in prices were due to lack of sufficient quantity and quality. 
Expecially in the field of daily requirements tor the home and clothing, the lack of supply 
and, above all, the decline of quality is most evident. Children’s clothes, workers’ clothes, 
etc., which formerly lasted for years last now only months, but cost the same or even 
more than the former good merchandise. On top of it, the well-paid labourer overbids 
the less fortunate worker, which creates much ill feeling, especially as far as food is 
<oncerned. 

The currency, however, is endangered to a decisive degree by the unrestricted 
public expenditures. The unlimited growth of the government expenditures nullifies each 
attempt for an orderly budget, it brings the government finances to the verge of bankruptcy 
despite a tremendous increase in taxes and it undermines the Notenban and the currency. 
There is no “‘ recipe ’’ or system of financial or money technique, regardless how ingenious 
or well thought out it may be, there are no organization or control measures, which would 
be effective enough to prevent the disastrous effects on the currency caused by a policy 
of unlimited expenditures. No note-issuing bank is capable of maintaining the currency 
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standard against an inflationary policy of expenditures by the government. 

Due to Treasury deficits running into billions (milliarden), the Minister of Finance, 
during the last months, was continuously placed in the position to declare insolvency or 
to cover the deficit in the Reich finances through inflationary means of using the printing 
press (to issue money). Unfortunately, the Reichsbank can prevent this in the following 
field. The above-mentioned placement of approximately Rm. 6 milliards Mefo acceptance 
bills in the money market was possible only with the promise of the Reichsbank to 
honour them (the Mefo acceptance bills) at any time (against cash). Should it be necessary 
for the Minister of Finance, because of excessive expenditures, to draw funds from the 
institutions with which Mefo acceptance bills have been placed, then these acceptances 
will be presented to the Notenbank and will cause an inflationary increase of money in 
circulation. The ingenious and risky structure, which the Reichsbank organized to 
finance the armament, is consequently being shaken in its very foundation. 

Furthermore, to prevent the danger of inflation, provisions had been made to redeem 
the Mefo acceptance bills five years from date of issuance. We are, however, faced 
with the fact that approximately Rm. 3 milliards of such acceptances cannot now 
be paid, though they will be due in 1939. Thus one of the most important correctives 
to prevent inflation becomes ineffective, and it does away with one of the basic conditions, 
under which the early financing of the government expenditures through the Notenbank 
seemed bearable. 


The overall German exchange position at the present is therefore as follows : 


(1) Foreicn. Gold or foreign exchange reserves of the Reichsbank are no more in 
existence. The unfavourable balance of imports over exports ts increasing fast. 
Exports no longer equal the value of our necessary imports. The reserves, created 
through the annexation of Austria and the requisition of foreign securities and 
domestic gold coins, are exhausted. The receipts for foreign exchange, which were 
issued by the control office (Devisenstellen) at the time of importation, are to-day, 
to a greater part, not covered by actual income of foreign exchange and therefore 
run the risk that some day they cannot be paid, due to lack of foreign exchange. 
Therefore the last foreign credit to cover our imports of goods would then be 
ruined. 

(2) Domestic. The assets of the Reichsbank consist almost in total of government 
securities (mainly Mefo acceptance bills). The Notenbank (note issuing bank) 
is therefore totally blocked and will not be in the position to grant the necessary 
credits when so required by commerce and industry. Exclusive of the Reichsbank, 
there are approximately Rm. 6 milliards Mefo acceptance bills which can be 
discounted against cash payment at any time at the Reichsbank, which fact 
represents a continuous danger to the currency. 

On January 1, 1933, the currency in circulation amounted to 3,560 million 
Reichsmark. Up to March 1, 1938, tt increased to 5,278 million Reichsmark. 
This increase of approximately 1,7 milliayds Reichsmark in more than five 
years did not cause any mistrust in the currency policy, because during the 
same period the production of German industry almost doubled and there 
was not only an increase in the production of capital goods but also in the 
production of consumer goods. 

From March 1 to December 31, 1938, however, the currency circulation rose to 
8,223 Reichsmark, that is without including 2 milliards Retchsmark required for Austria 
and the Sudentenland. It therefore increased during the last ten months more than during 
the preceding five years. The relationship of currency in circulation to the production 
of consumer goods alone is of vital importance to the stability of the currency value. 
Provided the currency circulation increases faster than the consumer goods production, 
then an increased purchasing power is available to the total number of consumers against 
a lesser amount of goods offered, which must cause prices to rise. Covering the expended 
money with real estate, securities, etc., cannot retain the currency value, as is clearly 
evidenced by the history of the ‘‘assignat’’ money of the French Revolution, where, in 
spite of forced rates, severe penalties, etc., a complete depreciation of currency occurred. 

While an increase of public expenditures during the two great actions in Austria 
(Ostmark) and Sudetenland was a matter of necessity, the fact that after the termination 
of these actions a reduction of the expenditures is not noticeable, makes it now our 
imperative duty to pay attention to the effects on the currency, because all indications 
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are that a further extension of the expenditure is planned. 

It is not our duty to prove to what extent an unrestrained policy of expenditures is 
compatible with the income and savings of the German economy or with the social 
requirements of the population. However, it is our responsibility to draw attention to 
the fact that a further use of the Reichsbank, be it direct or through requisitioning of 
the money market or otherwise, is not compatible with a sound currency policy, but must 
lead direct to the road of inflation. The undersigned directors of the Reichsbank agree 
that, while they have gladly co-operated to attain the great goal, it is now tin2 to put 
a stop to it. An increase in the production of goods is not possible by the increase of 
paper money (scraps of paver). By increasin; the circulation of money, aad in view of 
the already fully taxed and even over-taxed German industry, one can only increase 
prices and wages but not production. 

We ave convinced that the effects on the currency caused by the policy of the last 
ten months can be mended and that the danger of inflation again can be eliminated by 
strict maintenance of budget balance Ti? Fuichrer a11 Reich Chancellor himself has 
publicly rejected, again and again, an inflation as foolish and fruitless (useless). We 
therefore ask for the following measures : 

(1) The Reich as well as all the other public offices must not incur expenditures or 
assume guarantees and obligations that cannot be covered by taxes or by those 
funds which can be vaised through loans without disturbing the long-term 
investment market. 

(2) In order to carry out these measures effectively, full financial control over all 
public expenditures must be restored to the Reich Minister of Finance. 

(3) The price- and wage-control must be rendered effective. The existing mis- 
management must be eliminated. 

(4) The use of the money- and investment-market must be at the sole discretion of 
the Reichsbank. 

(Signed) Reichsbank-Directory 
DR. HJALMAR SCHACHT, DREYSE, 
POCKE, EHNHARD, PUHL 
(illegible) (illegible) BLESSING. 


Appendix F 


Berlin, 
January 19, 1939. 

Dear Mr. Minister, 

On the occasion of your recall from office as President of the Reichsbank Directory 
I take the opportunity to express to you my most sincere and warmest gratitude for the 
services which you rendered repeatedly to Germany and to me personally in this capacity 
during long and difficult years. Your name, above all, will always be connected with the 
first epoch of the national rearmament. I am happy to be able to avail myself of your 
services for the solution of new tasks in your position as Reichsminister. 


With German greetings, 
Your 
(Signed) A. HITLER. 


Appendix G 


To Mr. Reich Minister 
Dr. Hjalmar Schacht, 
Berlin. 


IN THE NAME OF THE GERMAN PEOPLE 


According to section 6 of the banking law I dismiss you as president of the board of 
directors of the Reichsbank. 


Berlin, January 20, 1939. 
The Fuehrer and Reich Chancellor, 
(Signed) ADOLF HITLER. 
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Life Assurance in 1945 


HE effect of the end of hostilities upon new life assurance business during 

the past year is reflected in the almost general upswing in new business 

figures announced by the companies. The need of life assurance protection 
for individuals would hardly seem likely to vary with the results of the general 
election. Nevertheless, the disturbing, if transitory, influences of the c campaign 
induced a hesitant tendency during that period. In the latter months, however, 
new business began to flow in steadily, with the result that new sums assured 
written in 1945 by the fifty representative companies included in our table, a 
£194,507,000, are within £48,454,000 of the 1938 total—representing the last 
complete pre-war year. And the figure shows an increase of some {23,245,000 
on the total for 1944. 

From our summary of individual company totals, it will be seen that only 
eicht of the fifty companies recorded show a contraction in new business as 
ci mpared with 1944, while the Eagle Star, Co-operative, Britannic, Wesleyan 
& General, Crusader and Gresham Life each publish figures in excess of their 
1938 total. The substantial flow of proposals to the offices was for the greater 
pirt unsought and doubtless stimulated by the greater freedom shown by the 
managements in distributing surplus in the form of reversionary bonuses to 
policies p: irticipating in profits. 

With approximately {28,000,000 new sums assured in the ordinary depart- 
ment, the Prudential not only has the distinction of transacting the greatest 
volume of new business, but also of recording the largest individual increase as 
comp: ired with the previous year. The Eagle Star and Legal & General sp:cial- 
ize in staff assurance schemes, and include d in the figures of the former is an 
amount of {11,527,727 representing deferred annuities, while of the Legal & 
General total, {3,810,439 is stated to be in respect of group assurances. The 
Gresham Life transact a large overseas business, and of the published total, 
only {960,000 was written in the United Kingdom. As pointed out in our review 
a year ago, the individual company totals are not strictly comparable, since 
in the computation of new business figures the offices treat certain classes of 
contracts in varying ways. For instance, whilst some offices exclude temporary 
assurances and deferred annuities from their totals, others give no indication of 
their practice, and a few state the amount of such contracts separately, as in 
the case of the Eagle Star and Legal & General mentioned above. 

During the 1914-1918 conflict, the total new life assurances dropped from 
{67,628,000 in 1913 to {60,078,000 in 1914, and further to {48,247,000 for 

1916. The two following years, however, showed successive increases, the total 
for 1918 at £73, 335,000 being substantially in excess of that for the year 
immediately previous to the war. The prodigious increase in ordinary life 
business during the intervening years of the two great wars is shown in the 
summary on page I61. 

The impressive new business totals during these years were undoubtedly 
influenced by the giowing popularity of “ income ”’ assurance and staff schemes, 
and while, from the p irely assurance point of view, much of the importance 
attaching to these figuies is lost by reason that “ income ”’ policies and many 
staff schemes contain a substantial element of low premium temporary or term 
assurance, the totals nevertheless provide evidence of a public becoming pro- 
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gressively more “ assurance minded.” 


Ordinary Life Assurance Industrial Life Assurance 

No. of New sums No. of New sums 
Year policies assured policies assured 

£’000 £’000 

1913 324,454 67,628 8,232,899 94,194 
1918 = 397,476 73,336 5,335,250 74,796 
1923 378,224 III,751 6,835,451 139,463 
1928 462,029 159,69) 7,348,630 145,301 
1933. 516,435 183,849 8,474,716 161,127 
1938 580,000 *240,000 8,150,000 *170,000 


* Approximation. 


In view of the large amount of money in circulation, and the rise in prices 
and incomes, considerable new business activity would have to be experienced 
before the percentage of the national income paid in life assurance premiums 
reached its pre-war rate. The outlook for new life business is good. A vast fund 
of young lives has accumulated during the war, a large proportion of whom will 
need life assurance, while the reduced purchasing power of the pound has 
caused provision already made for dependants or old age to become inadequate. 
Further, past experience has shown that when the Government has provided a 
minimum there is always a desire to provide more by individual effort, and the 
opinion is firmly held in life assurance circles that, if the present level of salaries 
and wages is maintained when conditions become normal, then, despite the 
heavier contributions required under the national insurance scheme, a falling 
off in life assurance business is unlikely. Another factor which will have an 
appreciable effect on new business production is the return of insurance men 
from the Forces which, of course, premises more activity among the agency 
organizations of the companies. — 

If new business constituted the life offices’ only worry, their position would 
be a comparatively happy one. The factor weighing most heavily upon the 
managements at the present time is the continued fall in the rate of interest 
earned on invested funds. From 1939 onwards there has been a rapid and severe 
decline in the rate of interest earned on the funds of the life offices. It is 
probably true to say that the average life fund has never been in a stronger 
position than at present. But the war has, naturally, changed the nature of the 
underlying security in some degree. It is less widely spread among investments 
of various types, the companies’ pledge to support to the utmost the efforts of 
the Government to finance the war having been very faithfully implemented. 
This investment of the preponderance of new money in national loans carrying 
low rates of interest has not been without effect upon premium rates, bonuses 
and valuations. 

Despite the upward revision of premium rates for new contracts, it is not 
unlikely that certain companies will find even their increased rates to be 
uneconomic in the event of the value of money deteriorating further, but for all 
practical purposes it can be assumed that the premiums which are now being 
received under new contracts are consistent with the present lower standard of 
rates of interest. It must be remembered, however, that life assurance contracts 
are essentially long-term contracts, and the companies have millions of policies 
in force on terms which call for the investment of premiums, as they fall due 
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each year until the policy matures, in securities giving a yield fixed by reference 
to the financial outlook at the date the contracts were issued. In these cases 
the acceptance of the current rate of interest imposes a strain on the resources 
of the offices. The following summary of net average interest rates earned by 
British life offices shows the ¢ extent of the problem :— 


Net Average Interest Earned by British Life Offices 


Net average Net average 

Year interest % Year interest % 
£ s. d. £ s. d. 
1885 4 6 0 EQ32 ks —«— 4 6 6 
1892 4 2 0 1936 4 2 6 
898 317 6 1938 317 6 
1900 315 6 1940 3 7 6 
1913 319 oO 1941 3 4 6 
1918 314 0 1942 3 2 6 
1925 490 1943 3 1 9 
194} 2° 8 


The life offices receive some relief in taxation by the restriction of taxation 
on interest earnings to a maximum of 7s. 6d. in the £, but this concession was 
fixed in 1940 when, as shown in the above summary, the average rate of interest 
earned by the offices was £3 7s. 6d. per cent. Since that time the net rate of 
interest has fallen considerably. Indeed, when the companies’ accounts for 
1945 are available, it would not be surprising to find the average net interest 
rate had fallen to under £3 per cent. No improvement in interest rates is to 
be counted on in view of the Government’s expressed intention to keep interest 
rates low, and if possible, to reduce them. No relief would be obtained by a fall 
in income tax under present regulations unless the standard rate fell below 
7s. 6d., and such a fall seems improbable for some time. It would appear, 
therefore, that a further taxation concession is likely to become a matter of 
urgent necessity. 

As regards normal mortality the year seems to have been a favourable one, 
but, as might be expected, there was a marked increase in the number of deaths 
among members of the Forces. The additional strain of war claims has, however, 
proved less serious than actuaries probably feared at the outset of hostilities, 
and has not materially aftected results. Taking the average over the war years, 
most companies are able to report small profits i in respect of mortality, and this 
in spite of very substantial payments due to claims arising consequent upon 
the war. 

In general, offices publishing the results of valuations made subsequent to 
the end of the war have done well for their with-profit policyholders. The 
reversionary bonuses which have been declared, as distinguished from interim 
bonuses to maturing policies which have been usual in recent years, are 
naturally much below the rates attained before the war, but the allotments 
should prove encouraging to proposers who now choose contracts participating 
in profits. In allocating “shares of surpluses to life policyholders participating 
in profits, actuaries try to ensure that all are equitably treated. Yet, owing to 
the incidence of claims before and after periodical valuations, variations some- 
times seem unavoidable. It is gratifying, therefore, to note the decision taken 
by some of the companies to bring the interim bonus paid on policies providing 
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claims during the war years into line with the higher reversionary bonus now 
declared. This involves the reopening of a substantial number of claims, and 
the decision is to be welcomed not only because holders of with-profit endow- 
ment assurance policies which matured during the war and the dependents of 
the assured whose deaths ~-curred during the period will receive additional 
cash payments, but also because it is a clear indication of the readiness of the 
managements to take trouble in order that justice may be accorded to all 
the assured. 

It would, of course, be most unwise to expect bonuses to revert generally 
to the high levels ruling a few years before the war within any period that can 
now be foreseen. Profit in life assurance arises from three main sources : 
favourable mortality experience, interest revenue and economy in management. 
It will be appreciated that all of these factors have been materially affected by 
the war, and for this reason life assurance has, perhaps, been more delicately 
poised during the war years than any other branch of the insurance business. 
There seems no reason why, with the return of normal peace conditions, profits 
from mortality should not increase, though on the other hand expenses will 
tend to rise with any expansion in new business. Both these factors may be 
left safely in the experienced hands of the managements. The continued fall in 
interest rates coupled with high taxation is, on the other hand, a factor beyond 
the control of the managements, and must not only remain a source of con- 
siderable concern to the offices, but have an adverse effect upon future profits. 
Life offices have always planned to value their liabilities at an assumed rate 
of interest which would be substantially lower than the average rate earned on 
the invested funds. With this object in view most offices have, in recent valua- 
tions, reduced the rate of interest assumed, and a 2} per cent. interest basis is 
now the more generally employed. Although the lowering of the assumed 
interest rate means a considerable portion of the surpluses—which would 
otherwise have been available for distribution—has been retained to strengthen 
the reserves, it is obvious that such a course is fully justified by the investment 
outlook. 

Investment values again increased during the year and with them the 
substantial margin between the market value and the book value of the com- 
panies securities, thus producing a very formidable buffer against any future 
depreciation. A strong position has been built up to meet the vicissitudes of 
the future, and there is no doubt that sustained by funds accumulated as a 
result of conservative management during years of peace, life assurance has 
emerged from the war without permanent scars. 

Among the new legislation of importance was the introduction of the 
Assurance Companies Bill, which gives increased powers to the Board of Trade 
to prevent insolvency. By setting up a new standard of solvency margin, it 
obviates the necessity for maintaining the statutory deposit of £20,000 when 
the standard is attained. The president of the Board of Trade took the oppor- 
tunity afforded by the introduction of the Bill to pay a handsome tribute to the 
reputation of British insurance and to its importance in the national economy. 
He also stated that the Government had no intention of interfering with the 
transaction of insurance by private enterprise, except so far as it might be 
affected by proposals relating to personal social insurance and industrial 
injuries. 
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Alliance 

Atlas 

Britannic ; 

British Equitable 

Caledonian 

Clerical, Medical & Gener: al 

Commercial Union 

Co-operative. . 

Crusader (formerly Mutual P roper ty) 

Eagle Star 

Equitable Life 

Equity & Law 

Friends’ Provident & Century 

General Life 

Gresham Life 

Guardian : 

Law Union & Rock 

Legal & General , 

Life Association of Scotland 

Liverpool & London & Globe 

Liverpool Victoria Friendly 

London Assurance 

London Life 

London & Scottish .. » 

Manufacturers Life (U.K. only) 

National Farmers’ Union 

National Mutual Life 

National Mutual of Australasia 
(total) 

National Provident 

North British & Merc antile 

Northern 

Norwich Union L ife 

Pearl 

Phoenix 

Prudential 

Re fuge 

Royal 

Royal E xchange 

Royal London Mutual 

Scottish Amicable 

Scottish Life 

Scottish Temperance & General 

Scottish Provident .. ry 

Scottish Union & National 

Scottish Widows’ 

Standard Life 

Sun Life 

United Kingdom Prov ident 

Wesleyan & General 

Yorkshire 


. (gross) 


Net Sums 
Assured, 
1945 
£ 


*1 760,000 
2,275,000 
3,566,000 

462,692 

*T,205,000 
1,164,524 
5,688,030 
7,057,000 
1,010,052 

16,249,417 
1,841,000 
1,048,003 
2,237,748 

799,555 
4,189,225 
1,580,000 
1,903,972 

10,615,937 

702,304 

*1,878,000 
2,407,792 

*2,200,000 
1,187,817 

709,190 
1,521,945 
1,009,824 

650,943 


13,169,847 
*1,128,000 
3,098,566 
*1T 625,000 
*11I,250,000 
7,055,022 
2,893,800 
*28 000,000 
6,093,059 
4,014,000 
2,189,190 
3,883,142 
1,440,000 
842,000 
790,405 
1,530,327 
946,780 
3,039,000 
3,942,070 
14,055,000 
2,227,000 
1,515,554 
*1 850,000 


* Approximation. 


Increase or 
Decrease on 
1944 
£ 
+ 360,000 
—467,615 
—-16,000 
+ 108,149 

—87,000 
-I11,836 
+ 563,633 
+ 1,937,214 
+-189,014 
—381,603 
+-189,000 
+ 607,807 
+-127,141 
}+-23,604 
+1,089,225 
+210,000 
+156,392 
—476,687 
+ 179,199 
+-70,000 
+218,312 
+ 185,170 
+182,169 
+I1I5,015 
+- 200,175 
+ 188,786 
—18,307 


+-2,876,22 
+ 308,000 
+ 538,085 
+ 399,544 
+956,301 
+ 1,133,553 
+521,800 
+- 4,400,000 
—78,056 
+- 243,000 
+-113,666 
+579,392 
+ 430,000 
+ 70,000 
+ 48,731 
+-279,000 
+192,692 
+ 753,000 
+-840,971 
}-2,798,000 
+-139,000 
+201,011 
378,712 
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Net Sums 
Assured, 

1938 

£ 

4,200,000 
4,042,720 
3,422,721 
871,230 
2,102,749 
2,733,251 
5,991,320 
3,274,014 
691,012 
10,313,261 
2,028,918 
3,512,500 
2,654,749 
2,611,070 
3,815,391 
1,719,379 
2,811,470 
16,565,154 
1,721,101 
2,851,415 
35571,595 
2,679,181 
2,700,913 
1,588,374 
1,105,294 
676,457 
1,082,312 


11,518,813 
2,047,174 
5,320,927 
1,781,207 

11,755,700 
8,230,510 
4,950,000 

28,324,990 
7,894,878 
5,176,871 
4,358,599 
5,526,053 
2,131,076 
2,316,749 
1,574,059 
3,158,519 
2,539,368 
5,240,530 
6,466,259 

21,659,650 
5,116,390 
1,498,122 
3,029,741 


ee 


10,000 
12,720 
2,721 
I.,230 
125749 
3,251 
I ,320 
4,014 
1,012 
3,201 
8,918 
2,506 
4,749 
1,070 
5,391 
9,379 
1,470 
5.154 
I, 101 
1,415 
1,595 
9,181 
0,913 
8,374 
5,294 
6,457 
2,312 


8,813 
7174 
6,927 
1,207 
5,700 
0,510 
0,000 
4,990 
4,878 
6,871 
8,599 
6,053 
1,076 
6,749 
4,659 
8,519 
9,368 
0,530 
6,259 
9,650 
6,390 
8,122 
9,741 
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Inflation in Palestine 
By A. R. Prest 


T is well known that inflation during the war has been carried to greater 
lengths in the Middle East than in any other part of the world except China 
and some of the south-eastern European countries. Since the position of 
Palestine is well documented, a study of the wartime inflation in Palestine 
is of value not only for its own sake but also as an object lesson in the 
mechanics of inflation generally. 

The relative movements of the basis factors in Palestine over the war 
period are summarized in the following table : 


MOVEMENTS OF MONEY, PRICES AND WAGES IN PALESTINE 


Currency Bank Deposits Prices Wage Rates 
Date and Notes (Demand Prices (Cost-of-living (Jewish 
outstanding and Time) (Wholesale) Index) Labour) 
1939, Aug. y. 100 100 100 100 100* 
1939, Dec. ae 85 93 123 111 —_ 
1941, Dec. pa 134 126 226 166 125f 
1942, June aa 180 168 240 185 141§ 
Dec. sa 240 183 302 211 169f 
1943, June is 291 238 3360 248 241* 
Dec. iF 360 309 341 230 — 
1944, Dec. sit 428 412 364 252 250)] 
1945, June 457 448 342 257 = 
* September figure. +t October. § March. || December. 


It should be borne in mind that these figures of price changes do not tell 
the whole story, as they only reflect official maximum prices and do not allow 
for the deterioration in qualities. Nevertheless, the main outlines of the 
situation are clear; there was a general expansion of currency, prices and 
wages, which was at its highest tempo in 1942-3. Since that date the situation 
has been more under control. 

It is generally appreciated that the prime cause of the trouble in Middle 
Eastern countries has been the large volume of Allied Government expenditure. 
It seems best to regard this in the same way as an export surplus, and if this 
is done it is possible to form some estimate of the order of magnitude of the 
sums involved from the acquisition of sterling assets during the war, which 
represent the combined effect of military expenditure and the ordinary balance 
of payments. These figures are shown in the next table : 


PALESTINIAN STERLING BALANCES, EstTIMATED 


Year Value (£m.) Annual Increase 
1939 .. es = vs 20 _ 

1942... ts ae aa 50 30 (3 years) 
1943 .. ea i = 75 25 

1944... ss bs - 100 25 

1945 .- - or bi 130 30 


These figures are not a precise measurement of the balance of payments on 
current account, as they do not include: (a) the proceeds of the sale of Lend- 
Lease civilian goods which were placed at the disposal of the American military 
authorities to finance their local requirements ; (6) repatriation of sterling loans, 
or (c) the proceeds of gold sales. However, the first two factors were relatively 
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unimportant and gold sales usually neutral in their effects on prices, preventing 
a further rise but not constituting a measure of deflation. 

The Palestine Government has obviously been faced with a difficult 
situation, for expenditure of the order revealed above (which was probably 
higher per head of the population than in other Middle East countries), in a 
country whose national income was estimated at only £76 million in 1942 
and {go million in 1943, could not easily be accomplished without some measure 
of inflation. In the later war years, moreover, the Palestine Government 
itself had a budget deficit, as is shown in the table below: 


PALESTINE GOVERNMENT REVENUE AND EXPENDITURE 
Surplus (+) 


Year or Deficit (—) 
1939-40 .. ona a sia hia + 863,000 
1940-41 .. = — Pa cs + 1,100,000 
I194I-42 .. ; ai goa a + 841,000 
1942-43 .«. ia ée cn we —1I,300,000 
1943-44 .«- var an es ar —3,300,000 
1944-45 .. os es * “ia — 699,000 


NOTE.—Figures of revenue used include grants in aid from H.M.G 


Thus, the inflationary potential of Allied Government expenditure was 
increased somewhat by these deficits. Now, in so far as it was impossible 
to prevent people from spending their higher incomes—and this is difficult in 
a country where people tend to consume the whole of any increase in income 
and where it is administratively hard to stop them doing so—effective money 
demand increased with income. 

We have now analysed the reasons why there was an increase in the level 
of incomes and effective money demand. This alone would have led to price 
rises ; but as demand impinged on reduced supplies, there was a tendency for 
prices to rise further. Supplies of civilian consumption goods were reduced, 
largely owing to the curtailment of imports. According to Jewish Research 
Agency figures, the volume of imports, excluding military and N.A.A.F.1. 
stores, declined, as shown in the next table. (The reason for the discrepancy 
between the two columns was the decline in the volume of imported manu- 
factured goods, for they were reduced further than other goods.) 


INDEX OF PALESTINIAN IMPORTS 
(EXCLUDING MILITARY AND N.A.A.F.I. STOREs) 


Year Food, Drink, Tobacco All Merchandise 
1939 a we e- 100 100 
1941 + = ei 73 50 
1942 oe i ae 83 60 
1943 ee ‘ ee 71 41 


The importance of the curtailment of supplies can clearly be seen when we 
consider the slackening of the inflationary process in 1943-44, for this was 
unquestionably due largely to the improved supply of foodstuffs, as shown below: 


PALESTINIAN IMPORTS OF WHEAT AND BARLEY 


Year Wheat (’000 tons) Barley (‘000 tons) 
1938 .. es a ee 

1942 ee ee ae es 95 9 

1943 74 18 


1944 (ist 9 mths.) < 87 67 
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Other factors common to the experience of all Middle East countries during 
the war were the prevalence of speculation, illicit trading across frontiers and 
hoarding. These activities are time-honoured customs in these countri2s, 
and when we take into account the fact that Palestine was ringed by countries 
(Syria, Iraq, Transjordan) where price levels were consistently higher, it is 
not difficult to appreciate the problems involved. For instance, the Govern- 
ment’s monopoly over grain sales was rendered largely abortive at various 
times through the sale of wheat to Syria. It should be mentioned at this stage 
that the tremendous expansion of activity which took place in Palestine did 
relieve shortages of some manufactured goods, although, of course, it was 
mainly devoted to satisfying military needs in Palestine or elsewhere. (The 
value of the products of manufacturing industry rose from {5.4 million in 
1939 to {20.0 million in 1943, whilst the value of the net national product rose 
from {30.2 million to {90.0 million). 

In treatments of the problem of inflation in the Middle East countries, 
it has been customary to stress the scarcity, or pressure of demand on resources, 
aspect, but not very much attention has been paid, in this country at any rate, 
to the factor of increased import prices. This is, in general, quite justified, 
as Middle East prices were for the most part considerably above world prices. 
But in the case of Palestine it does seem necessary to pay rather more attention 
to this factor, for the composition of Palestine’s imports changed extensively 
during the war years, as is shown by the next table : 


SOURCES OF PALESTINE IMPORTS 


(EXCLUDING MILITARY AND N.A.A.F.I. STORES) 


Year 
1939 1943 
Country Value % Value , * 
£m. £m. 

United Kingdom ie me ea 2.4 16 1.8 7 
Middle East ae a ai 6 oF 2.4 16 15.0 55 
Other Empire Countries x ea 9 6 EF 28 
if aaa a re air as a 1.9 13 1.8 7 
Miscellaneous tee on i fe 7.3 49 9 3 
Total a Rs se 14.6 100 29.2 100 


Whereas imports from Middle East countries amounted to 16 per cent. of 
total value in 1939, they amounted to 55 per cent. of total value in 1943. 
Of course, this partly reflects the price differential which arose between Middle 
East countries and others over the war years, but there was a considerable 
change in the proportion of total volume imported from Middle East countries 
as well as in the proportion of total value. Further, we must take into account 
the fact that costs of insurance and freight on goods from e.g. Canada, U.S.A., 
etc., rose considerably, which tended to reduce the price difference between 
goods from these countries and Middle East countries. The really important 
point is that these imports were obtained from Middle East countries at prices 
considerably above those ruling in Palestine. For example, in 1943, the 
official price of wheat in Syria and Transjordan was 75-100 per cent. above 
that in Palestine. The main constituents of these imports were wheat, and 
barley and meat. (Palestine is the only food-importing country in the Middle 
East.) Although it is difficult to obtain truly comparable import prices and 
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home prices, the following figures are significant : 
VALUE OF PALESTINE IMPORTS 
(EXCLUDING MILITARY AND N.A.A.F.I. STORES) 


1939 1942 1943 
Total value of imports {m. .. ‘4 Hs 14.6 92.3 27.2 
Index of volume as 100 60 41 
Total value of imports at 1939 prices fm. ¥ 14.6 8.8 6.0 
Average value of imports ve . an 100 212 450 
Wholesale price index .. ; ‘a 100 246 336 


It can be seen from this table that, whilst a volume of imports which would 
have cost {6.0 million in 1939 cost {27.2 million in 1943, and thus the average 
value of imports rose from 100 to 450, the general index of wholesale prices 
over the same period rose from 100 to 336. It should be remembered that the 
wholesale prices quoted are the official maximum price, and therefore are not 
really representative ; but on the other hand the inferior quality of imports 
of foodstuffs from Middle East countries must be taken into account. 

The next point is to discuss what share may be ascribed to these increased 
import prices in raising prices and wages. In Palestine, which had after 1942 
a fairly rigid link between the cost-of-living index and wage bonuses, the 
answer to this problem clearly depends on how far import prices affected the 
cost-of-living index. Here it may be noted that whereas in June, 1943, the 
food section of the cost-of-living index stood at 320, the general index stood 
at 248 (August 1939 = 100). And it should be remembered that Palestine’s 
dependence on imported supplies from neighbouring countries is most marked 
in the case of foodstuffs. The main effects of increased import prices were, 
in fact, on the prices of food such as barley, wheat, and meat, which form a 
large part of the cost-of-living index. Thus price and wage rises in Palestine 
were, in part at least, due to the increased prices of imports. For example, 
when the Government increased the retail price of bread in July 1942 by 
224 per cent. to compensate largely for high import prices, the cost-of-living 
index rose by 10 points in August 1942. The semi-automatic mechanism by 
which a depreciating exchange rate leads to higher prices and wages was not 
present in the case of Palestine, but it should be observed that wholesale prices 
in Iraq, Syria, and Transjordan were consistently higher than those in Palestine, 
and thus the progress was a continuing one, even if not an automatic one. 

There were, of course, further effects of these high prices than the simple 
import price-cost of living-wage relationship. For instance, it was extremely 
difficult at times to persuade peasants to dishoard their surplus grain when 
they knew that the prices in neighbouring countries were much higher than 
the official price in Palestine. Therefore, the pressure ot the increased volume 
of purchasing power on supplies became even greater. But it is true to say 
that this inflationary efiect was rather the result of high neighbouring prices 
than of high import prices. 

We have so far discussed the problem of high import prices in general terms, 
and ignored the fact that it is possible to isolate them from retail prices. Until 
1942 it was, broadly speaking, true to say that import prices largely governed 
retail prices of cereals and meat, as the system of price fixing was such as to 
establish a link between them. But since 1942 an increasingly heavy subsidiza- 
tion programme has been pursued, with the intention of minimizing the effects 
of high import prices on retail prices. Wholesale prices have been kept in 
check, too, by this method. The magnitude of this subsidization programme 
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may be seen from the next table : 


PALESTINE SUBSIDY PROGRAMME 


Year Subsidy Total Revenue Percentage 
({m.) ({m.) % 
1943-44 3-5 11.5 30-4 
1944-45 5.8 17.6 33.0 


It can be seen that the subsidy method played a much greater part in the 
wartime economy of Palestine than it did in Great Britain, for whereas subsidies 
on foodstuffs in Palestine in 1943 amounted to 7.7 per cent. of total personal 
expenditure on goods and services, in Great Britain the corresponding figure 
was, 3.9 per cent., and whereas subsidy expenditure accounted for about 
one-third of total revenue in Palestine, in Great Britain it accounted for 
about 10 per cent. in 1943.44. 

This subsidy programme was undoubtedly successful in retarding the rate 
of price rise in Palestine. It was, in fact, calculated in mid-1943 that, if 
subsidies and surcharges were dropped, the cost-of-living index would rise by 
23 points. Although the cost-of-living index continued to rise considerably 
in other Middle East countries after mid-1943, it was largely slowed down in 
Palestine, and this despite the facts that Palestine suffered most from the 
difficulties of high import prices and that military expenditure per head of 
population was certainly not less than in other countries. A subsidy pro- 
gramme, however, whilst being anti-inflationary in the sense of kee ping retail 
prices and wages in check, is at the same time inflationary if it incurs a 
Government deficit in doing so. And we have already seen that a Government 
deficit did arise in the later years, even though it was not of the same magnitude 
as the subsidies. But a Government deficit is only inflationary if the extra 


incomes created thereby are spent, and spent on home-produced goods. For 


in so far as the increased volume of purchasing power is diverted to securing 
more imports, the inflationary pressure is not increased. Now, in Palestine 
this is clearly what happened to a considerable extent, as these subsidies were 
often issued so that imported goods might be sold at lower prices than had 
been paid for them. Of course, more income was available for expenditure 
on goods than if there had been no subsidy programme, but the very high 
proportion of total revenue spent on subsidies seems to be justified by the 
increased cost of imports (for example, the value of imports from Iraq increased 
from {2.3 million to {7.7 million from 1942 to 1943, and from Syria from 
£678,000 to {1.4 million). 

In conclusion, we may look at the question of future policy and the methods 
of bringing Palestine prices into line with world prices. This is obviously a 
large question on which it is difficult to be dogmatic. Pursuing the line of 
thought we have explored, however, it does seem that when Palestine’s trade 
returns to more normal channels, and it is no longer necessary to import high- 
priced Middle East cereals, the consequent reduction in import prices may 
help in reducing the general level of prices and wages in Palestine. Of coutse, 
this does not mean that some general policy of devaluation may not be 
necessary ; but the lowering of import prices should be a powerful ally of 
increased supplies, and decie: ised mi litary expenditure, in securing the necessary 
readjustments for the Brave New World. 
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Bank Officers as Citizens 


From a Correspondent 











T least four of our big banks have recently emphasized that their em- 

plovees are as free as anybody else to express political views. This 

eleme ntary right cannot really ever have been in doubt, and it is a pity 
that the wording of some banks’ internal regulations may have e given a wrong 
impression that there existed an intention to restrict the exercise of civil 
rights. 

But while bank officers will welcome this salutary clarification of the 
banks’ general attitude, they cannot be unconscious of limits placed upon 
any public activities by the nature of their avocation. It may be a reasonable 
exercise of freedom for a cashier working at a Kensington branch to address 
a political meeting on the other side of London; but the majority of bank 
officers are in the provinces and a clerk employed, say, at Colchester might 
do his local branch considerable harm by making violent speeches during a 
period of electoral excitement, or by indulging in street corner oratory of a 
provocative nature. It is possible, moreover, that in spite of the present 
declared intention of the Government, a time will come when one of the 
political issues will be that of the future ownership of the banks themselves. 
If this bone of contention is cast before the polling booths, bank clerks who 
feel strongly about it may be tempted to a public expression of their views. 
It is easy to say beforehand that no employee who has at heart the peaceable 
and efficient conduct of his bank’s services should be entitled to express 
himself on such an issue ; but we may be sure that if the question did arise, 
somebody would almost certainly launch himself into the fiay on one side 
or the other and thereby break down the restraint of those holding contrary 
opinions. 

These practical considerations should lead bank staffs to exercise great 
caution in availing themselves of a citizen’s riglit to advocate this or that 
political nostrum. Negative advice of this nature is, however, quite inadequate 
in itself. There are wide fields of non-political civic service to which men 
and women are drawn, and it would be well for the banks to consider whether 
the time has not come for them to play a positive réle by encouraging their 
staffs to maintain the efficient conduct of a hundred and one kinds of valuable 
communal activity. 

We have in this country a self-governing society that occupies the territory 
between the individual and the State, and which is now being used by the 
State for a rapidly increasing number of purposes. This society has been 
served, and well served, by generations of the wealthy classes and by in- 
numerable humbler folk who were their own masters and so able to sacrifice 
their own time. By their efforts we have today in a fuller and more wide- 
spread form that Intermediate Society which it has been the Englishman’s 
genius to create through the chances ‘and changes of a thousand years, but 
there are several signs that the forces which have hitherto supplied the motive 
power are diminishing and will go on diminishing if certain trends are not 
consciously countered. One of tne big advantages of having a wealthy top 
layer has been the existence of a fair number of young men able and willing 
to serve as magistrates and on local councils. But our high direct taxes 











































LL 





ir em- 

This 
a pity 
wrong 
f civil 


of the 
| upon 
onable 
ddress 
f bank 
might 
ring a 
y of a 
resent 
of the 
selves. 
cs who 
views. 
ceable 
xpress 
| arise, 
ie side 
ntrary 


great 
r that 
equate 
h men 
hether 
x their 
luable 


rritory 
»y the 
; been 
by in- 
icrifice 
wide- 
yman’s 
‘s, but 
notive 
re not 
1y top 
willing 
taxes 


BANK OFFICERS” AS CITIZENS 171 








make it certain that this supply of public servants will not be so freely forth- 
coming in the future, so that we must supplement it by other sources of supply. 

How will it fare with the earnest bourgeois? It will fare as it has been 
faring for the past twenty-five years. In all our provincial towns and London 
suburbs, prosperous retailers and small manufacturers have been selling 
their businesses to limited companies with other interests elsewhere, or have 
been sucked into combines by the attraction of good offers. Hence, the sons 
of the numerous comfortably-off sole traders or partners of Edwardian days 
are now the comfortably-off managers of the nineteen forties. And their 
time is the property of others. All over the country, the vertical and lateral 
integration of businesses has worked so as to make it impossible that the 
Intermediate Society shall be properly serviced, with the result that a handful 
of men and women, mostly elderly, reappear as members of local government 
bodies year after year until they become hardly distinguishable from the paid 
officials whose work they ordain and oversee. Once we move higher than 
the Parish Council this result is inevitable, for the efficient conduct of the 
business of larger bodies necessitates that some meetings at least be held 
during the day time. However willing a bank clerk may be to sacrifice part 
of his life to the ordering of the community’s affairs, he can in these conditions 
remain no more than a spectator and (when there is by chance an election) 
a voter. 

The passage of the Butler Education Act means that within the next few 
years the great majority of middle class children will be found attending 
State schools until the age of seventeen. In the governance of these schools, 
education committees composed of voluntary members will have a good deal 
of say ; and because work of this type is well-suited to many of the men and 
women employed in banking and insurance it will be a thousand pities if the 
committees continue to be drawn, as now, from the aged and the nominees 
of political groups. 

Another sphere particularly suited to a certain type of bank servant is 
that of the administration of justice, and here the need of new blood is 
admittedly urgent, the finding of suitable candidates for the bench having 
become a nightmare to the various lord-lieutenants’ advisory committees. 
The drive against septuagenarian J.P.s so vigorously conducted by Lord 
Chancellor Simon ‘s not likely to be abandoned by his successor, and unless 
the range of choice is widened we are bound to see a marked diminution in 
the quality of the men and women called on to discharge this diificult and 
tiring duty. 

It is to the integration that has brought about this state of affairs that 
we must look for a remedy. Banks, insurance companies and industrial 
combines should be encouraged to grant time oif so that those who are drawn 
to public service may be able to serve. For some months yet, staff shortages 
preclude any releases of this kind, and it will always demand some ingenuity 
to secure that there is no interference with the conduct of day-to- “day work. 
Yet every considerable concern has to allow for unpredictable absences through 
illness, and the organizing capacity that can arrange for the bank’s football 
team to get away early for an “‘ away ’”’ match should be equal to arranging 
for Jones to get oif occasionally to serve on the council or on the bench, 

The whole trend of our domestic legislation has launched both our ele- 
mentary and secondary school systems on a path leading to complete 
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democritization. The hairdresser and the bank manager of the future will 
find themselves wearing the same old school tie and they and their children 
will want to mix together in a way they cannot and do not want to now. 
The transition period will, nevertheless, be full of frictions and misunder- 
standings. It is important that everything possible should be done to make 
sure that our bank staffs take their fair share in informing the new order 
with the values of devotion and disinterestedness which their tradition has 
inculcated and their daily work has exercised. 


If I Were American 
By Paul Einzig 


F I were American, would I be in favour of the loan to Great Britain on the 

terms fixed in the Washington Agreement ?”’ The writer of these lines is 

probably not alone in this country in having asked himself this question. 
To find the answer it is necessary to try to regard the transaction from a purely 
American point of view, which is not easy. What makes it even more difficult 
is the fact that there are at least two diametrically opposed American points 
of view: the internationalist and the isolationist. 

‘If I were an American would I want to assist Britain in her initial post- 
war difficulties ? ’’ The answer is in the affirmative. It is to the interests of the 
United States that her best customer and her close political associate should 
recover within the briefest possible time. The Isolationist point of view on this 
subject is narrow and short-sighted, and does not appear to be in accordance 
with the best interests of the American people. This may be quite obvious 
from a British point of view, but not nearly as self- evident from an American 
point of view. However, the writer hopes that, if he were an American, he would 
be an enlightened American, and would be able to see the advantages that the 
United States would derive from assisting Britain at this stage. 

“If I were an American would I be in favour of assisting Britain in the form 
of an outright gift or an interest-free loan?’ Probably not. To do so would 
not only mean providing her with much-needed dollais but, also relieving the 
British taxpayer of part of his burden at the expense of the American tax- 
payer. And even though the British taxpayer is taxed more heavily, the burden 
of the American taxpayer is by no means light. ‘‘ But would it be possible to 
assist Britain with dollars without landing the American taxpayer with an 
additional burden ?”’ The answer is in the affiimative. Britain can well afiord 
in the long run to pay interest at a commercial rate and to repay the principal 
in due course—provided that her ability to pay interest and principal is not 
curtailed by arrangements that are calculated to prevent her from balancing 
her international accounts. 

This is one of the reasons why the writer, if he were an American, would 
strongly condemn the terms of the Washington loan agreement as unacceptable 
from an American point of view. A hard- boiled business man may well be 
pleased with the achievement of the American negotiators in inducing the 
British to accept the American viewpoint on foreign trade and exchange, and, 
at the same time, in securing exc eptionally good financial terms. For Britain 


has undertaken to pay 2 per cent. on $3,750,000,000, even though she will only 
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receive a much smaller net amount ; the difference will be used in accordance 
with the interests of American export trade. Thus, in all probability the seal 


.rate of interest will be well ove1 3 per cent., allowing for the repayment of the 


amounts to be ceded to holders of sterling balances. But if a tough business man 
stops to think, he may arrive at the conclusion that it is of small use to charge 
interest above commercial terms if at the same time the debtor is deprived of 
the means by which to repay his debt. 

‘“ That may well be,” an American may argue. ‘‘ But we don’t really. want 
to be repaid. What we want is to secure conditions in which we can export 
unemployment. It is our Government’s declared policy to have an export 
surplus of $3,000,000,000 per annum. And this can only be achieved by lending 
the dollars to the countries which are to import our unemployment. We want 
to export even if it means giving away our goods ; this is done, in fact, in the 
case of Italy, where the dollar equivalent of the lire spent by American troops 
is placed at the Italian Government’s disposal in order that it should be able to 

uy American goods. If we are prepared to give away our goods to our ex- 
enemy, why should we hesitate to do so in case of an ex-Ally ? The loan, and 
especially the terms attached to it, enables Ameiican exporters to sell more 
abroad. I am, therefore, in favour of the loan even if it is certain that no pay- 
ment will ever be received foi our exports. Indeed, I object to payment being 
received. It would mean an import surplus, and I won’t have that in any 
ciicumstances.’’ Another American voice may reply, however :—*“‘ That is all 
very well from the point of view of the exporting interests. They will make thei 
profit on their sales, and it is a matter of inditierence to them that the money 
they receive comes from the pockets of American taxpayers. If employment 
must be created at such a cost, I am all for spending my money at home 
instead of giving it away to foreign importers. I would favour, for instance, 
public works to prevent the Mississippi floods. The experience of the Tennessee 


‘ Valley proves that it can be done. There is also the dust-belt to tackle. It was 


disgraceful to allow a large patt of the United States to become practically a 
desert. No amount of expenditure is too high for the reconversion of that 
ter1itory into productive country. It is a gigantic task, and should keep us all 
fully employed for a generation. Why, then, prefe1 to spend the taxpayer’s 
money on paying for the export of goods which will never be paid fot ? ”’ 

If the write. were American he wou!d undoubtedly sympathize with this 
second voice. Between the two wars the American export surplus was financed 
by American investors who lost most of the money sunk into foreign loans. Now 
that the American investor is not likely to resume his inter-war rdle, it is the 
United States Government (that is, the American taxpayer), that has to finance 
the export surplus. And it seems reasonable to claim that the American tax- 
payer’s money could be put to better use if it were spent on tasks which prevent 
the destruction of American national wealth or which aim at the recovery of 
national wealth destroyed. The undertaking of gigantic tasks, such as the 
prevention of Mississippi floods or the restoration of the productivity of the dust 
belt, would result in a perennial import surplus. But this is as it should be, since 
the United States is a creditor nation. 

3eyond doubt Nf the writer were American he would oppose a transaction 
which aims at securing conditions to enable the Government to pursue its 
mistaken policy of exporting unemployment, instead of creating employment 
at home. 
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A Case for Barter Trading 
By Martin Lederman 


ISCUSSION on the future of international trade has mainly centred 
recently around the financial and monetary problems. The recently 
published proposals for the International Conference on Trade and 
Employment (which are but proposals for an Institution that will not cone 
into being before the autumn of 1946) have been interpreted in quite different 
ways. Some believe that “all incentive to other countries to buy from us 
because we buy from them will be removed. ...”’ Others state that it will 
not be impossible so to direct State trading and certain fields of individual 
trading that Great Britain may use her great import and re-export market 
“asa ‘bargaining lever.”” Nevertheless, althouzh the President of the Board of 
Trade has affirmed that ‘‘ we can use State trading just as we could use tariffs 
for regulating between imported and home goods,” it is undoubtedly the 
case that barter trading would in general be ruled out as discriminatory. To 
this there is an exception, however, in that discriminatory restrictions would 
be permitted in order to enable an exporting country to utilize the proceeds 
of its exports to countries with inconvertible currencies. And it is evident 
that many such countries will remain during the transition period at least, 
so that barter trading can play an important part in the trading of the next 
few years without in any way contravening the new trading proposils. 

It is to be regretted that in this country barter trading, even in appropri: a 
circumstances of this kind, is widely regarded as suspect and tainted with 
Schachtian approach, whereas in the abnorm: il circumstances of the immedi ite 
post-war period suc h methods would actu: lly lead to the ec eras of inter- 
national trade by permitting exchanges that could not otherwise take place. 

The situation in Turkey serves as an illustration. There, owing to lack of 
transport and other difficulties, very little sterling is available and an ambitious 
buying programme for British goods cannot be put into practice. There would 
be no danger in such a situation if the Turks (or other nations in a sinilar 
situation) were to wait patiently until they would have accumulated new 
sterling balances and then continue with their buying operations. But < 
Great Britain has no monopoly for supplies, other countries may step in pe 
use just this interim period to introduce tl eir goods and services in those 
promising markets. In the case of Turkey this has already been done to a 
considerable extent. The monetary difficulties are solved in many instances 
by various kinds of barter; compensation agreements, or triangular trade 
propositions. Istanbul, having traded extensively in the past with Dr. Schacht, 
has become so used to all kinds of ‘‘ compensation deals ” that its merchants 
are readily responsive to similar proposals now coming from Switzerland, 
Roumania, or Sweden. The reports of such deals concluded in recent months 
should give food for thought. 

There are many countries which have not yet regained monetary stability 
nor, in consequence, their definite place on the world’s trading map. Yugo- 
slavia, Roumania, Bulgaria, Greece and Italy are not yet open for normal 
trading. They have tremendous needs and neither enough credits nor ready 
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exports to re-establish trade connections on more than an experimental scale 
with this country and the Empire. There are countries like Czechoslovakia 
which, having concluded financial and trade agreements with this country, 
can now well regulate private balances of importers and exporters and in 
addition can sometimes provide, through Treasury credits, exchanges between 
the National Banks. But the six millions above private balances allowed to 
Czechoslovakia seems to offer a rather limited scope to the exporter for the 
initiative and expansion which is expected of him. These countries are already 
disposing of exportable goods which they sell to governments or merchants 
on a compensation basis. Turkish dried fruits are exchanged for Swiss watches 
or machinery, and Turkish tobacco for raw materials foams Scandinavia. 

With a view to the problem of export expansion, these developments 
must clearly be watched very carefully. All these countries, having been 
accustomed to supplies of industrial goods from Germany, have now to ‘choose 
fresh sources of supply. Much-future business may be lost for ever to this 
country’s industry and her export trade should an interval of two or three 
years be allowed to elapse before a sound financial structure permits the 
resumption of normal trade. An export of ffensive amongst Germany’s former 
clients in the Balkans and in other parts of Europe would be considerably 
simplified if the British exporter were armed with such useful supplementary 
weapons as compensation, barter, and triangular trade agreements. 

There is, of course, always the possibility of indiv idual exporters making 
private compensation agreements in uncontrolled goods. For example, a 
dealer in furs may transfer stock to a Roumuniin importer and obtaii an 
equivalent amount of furs from him, in which case they have only to work 
out the respective value of their goods and no monetary transaction whatsoever 
is involved. But these deals are less frequent than barter, either in controlled 
goods or where part of the amount has to be credited to one party at the 
National Bank of the other, in cases where the deliveries are not synchronized 
in time and others where a third party has to be included. In such cases 
governments have to step in, and their necessarily slow procedure in dealing 
with complicated and many-sided affairs may tend to kill the commercial 
transaction in its infancy if rules and regulations have not been carefully 
worked out beforehand for the use of exporters. The present w-iter knows 
of three- or four-cornered transactions which have been executed without 
previous inter-governmental agreements, but these are rather exceptional. 

In short, there is a strong likelihood that the total volume of trade with 
such areas as the Balkans will not reach the level that could be realized unless 
Governments take some initiative in organizing barter deals with those 
countries and unless private traders also overcome their traditional distaste 
for such methods. In a freely functioning multilateral system, the initiation 
of barter is to be deplored ; but in the abnormal circumstances of the post-war 
trading, barter dealing in the early years could actually pave the way for the 
restoration of multilateral trade at a later date. Indeed, it would be helpful 
if institutions to organize and tacilitate barter trade could find their place in 
the City. One might even envisage the establishment of a “ Barter Board” 
or Conference, to help promote such trade. By the use of methods hitherto 
considered unorthodox, the return to normality and thus the gradual elimina- 
tion of discriminatory trade practices may be made easier. 
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The German Banking Reorganization 


From a Correspondent 


CONOMIC and financial conditions in the various zones of occupation in 

Germany vary widely and are in a state of flux. What is clear is that a very 

far-reaching reorganization of the entire German banking system has been 
carried out almost unnoticed in the British press. In the Russian-occupied 
zone, all the large banks have been closed and new banks have been opened. 
The Russians have taken the view that the debt of the Reich is valueless ; and 
since the German banks have invested something like 80 per cent. of their total 
assets in Reich debt they are consequently regarded by the Russians as bank- 
rupt. In the British and American zones, no decision has yet been taken about 
the status of the Reich debt and the banks are allowe1 to continue. It would 
appear that many branches of the large banks are operating almost as inde- 
pendent and isolated entities. Nevertheless, deposits in the Western zone aie 
increasing fairly rapidly even though no intetest is allowed, since there would 
seem to be greater confidence in the stability of bank balances than of bank 
notes. This, doubtless, results from the periodical rumours that bank notes will 
have to be handed in for exchange or “ enfacing,’’ with a simultaneous cut 
in their value, though it is not conceivable how this could be done without bank 
deposits also being affected. 

According to a declaration by the President of the Central Administration 
of Finance in Berlin, the former five main banks of Berlin (Deutsche Bank, 
Dresdner Bank, Commerz-und-Privatbank, Reichs-Kredit-Gesellschaft, Ber- 
liner Handelsgesellschaft) are to be completely abolished. They have been 
closed since the first day of the occupation and will not resume their activity. 
The sixth main bank in Berlin, the German Labour Bank, will also disappear 
in compliance with the laws affecting all Nazi organizations. The other banks 
will continue to exist in modified form or will be taken over by the State. 

The latest indications show that more than 300 new banks have already 
been established in the Russian zone. At the end of 1945 there were five provin- 
cial banks and 470 municipal or district banks in that zone. By the end of 
October these establishments had been entrusted with Rm. 1,890 millions of 
new deposits. They have advanced more than 16,000 loans to the total value 
of Rm. 184 million. By November 15 last, the Municipal Bank of Berlin 
accounted for Rm. 645 million in new deposits, and had advanced Rm. 112 
million in loans. Since then, the ceiling for credits has been brought up to 
Rm. 600 million, the rate of interest having been lowered from 6 per cent. to 
5 per cent. Savings accounts earn interest at 2} per cent. According to official 
figures, banks in the Russian zone show a monthly increase in deposits amount- 
ing to a milliard of marks. The granting of loans is considered by the Russian 
authorities as a means of stimulating and also of directing production. The 
results obtained appear to be satisfactory and it is claimed that economic 
activity is more intense in the Russian than in any other zone. 

The other Allied authorities have also put an end to the prerogative of the 
Reichsbank and of the other main banks. The entire banking system is to be 
decentralized and three State banks have been established in the American 
zone. They are entrusted with the task of financing the different regions as well 





ion 


tion in 
a very 
s been 
cupied 
pened, 
3 and 
r total 
bank- 
about 
would 
; inde- 
ne aie 
would 
bank 
es will 
1s cut 
- bank 


ration 
Bank, 

Ber- 

been 
‘ivity. 
ppear 
banks 


ready 
‘ovin- 
nd of 
ns of 
value 
3erlin 
. 112 
up to 
it. to 
fficial 
ount- 
ssian 

The 
omic 


f the 
to be 
rican 
well 





‘THE GERMAN BANKING REORGANIZATION 177 





as the private banks. They are neither issuing banks nor commercial organiza- 
tions. The commercial and the savings banks are obliged to deposit a part of 
their assets with the appropriate State bank, to form a reserve fund as com- 
pensation for clearing. 

In accordance with the principle of decentralization, banks are forbidden to 
open branches in the territory of the state where they have their main office. 
Owing to the dispersion of the small banks, the Bavarian Discount House at 
Munich has assumed, in the American zone, the réle of a central bank, replacing 
the former central clearing bank of Berlin. A similar measure has been taken 
in the British zone, where a head office of the Reichsbank has been established 
in order to handle loans and other financial matters. 


These methods of decentralization and the secondary réle played by the 
Re:chsbank have considerably complicated money transactions within Ger- 
many. Special measures had to be taken to allow transfers of money between 
the different zones. To this effect the Commission for Coordination of the Allied 
Control Council has decided to create a central clearing office affiliated to the 
Municipal Bank of Berlin. Furthermore preparations have been made with 
a view to the resumption of money transactions between the American zone 
on the one hand and the British and French zones on the other. Finally, as a 
result of an agreement between the Reichsbank at Frankfurt-on-Main and the 
Municipal Bank of Berlin, money transactions can be resumed between Berlin 
and the American zone. The new central clearing office in Berlin will be respon- 
sible for payments drawn on Berlin and for those assigned to one of the four 
zones. 

The Commission for Coordination has authorized the governments of the 
different German provinces and other public bodies to be advanced loans. This 
decision was received with satisfaction as it extended the field of activity of 
the banks. Cash loans must not exceed two years, and their rate of interest 
must not be higher than 3 per cent. Long term loans must be for at least five 
years, and must not carry an interest rate higher than 4} per cent. In each case 
the loan is subjected to prior authorization by the Military Government. 


No dealings are allowed in Reich government bonds owimg to the uncertainty 
of the future of the Reich debt. A further complication is that nothing is 
known about the fate of the securities deposited in the Russian zone. This is 
clearly of very great importance, as a large part of all German securities were, 
in fact, deposited with the central clearing institution in Berlin. The natural 
result is a wide discrepancy between the prices quoted for securities 
actually situated in the Western zone, and for those deposited in Berlin. In the 
case of fixed interest-bearing securities, the discount on the latter ranges from 
10 to 20 per cent., while in the case of shares it is often as high as 25 per cent. 
It may be noted that the shares of the various large banks are all dealt in at 
the same price. This was 150 in March 1945, from which point it declined 
gradually to 75 in mid-November. Thereafter, there was a recovery to 80 in 
the middle of December and the current level is around 110. The shares of the 
Vereinsbank in Hamburg, on the other hand, are quoted at over 160 per cent. 

Mortgage bonds, like those of the Rheinische Hypothekenbank or 
Bayerische Hypotheken u. Wechselbank, have on the average risen from 102 to 
105, whereas the bonds of the Deutsche Central Boden fell from 102} to 70, 
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recovering to about go. The bonds of municipalities in the Western zone stood 
around par in March 1945 and are now around 85. The lack of communication 
between the various zones inevitably means that prices for the same stocks 
sometimes differ by as much as ten points on a single day between the various 
Bourses now open. 


International Banking Review 


France 
‘Vie French Government published a decree on February 14, providing 


for the requisitioning of all foreign currency assets held by French resi- 

dents. It authorized the banks to convert into francs immediately all 
foreign balances standing in their names or those of their clients. It also pro- 
vides fot all foreign assets to be converted at prevailing exchange rates. The 
total amount of declared foreign assets is estimated at $948,000,000, of which 
$237,000,000 consists of dollars or other hard currencies. Sterling assets are 
believed to be in the neighbourhood of £40,000,000. They are expected to be 
first to be requisitioned, because the Government needs sterling for the settle- 
ment of its sterling debt arising from the working of the Anglo-French Financial 
Agreement of 1945. Under that Agreement, one-third of the balance out- 
standing at the end of each year has to be 1epaid in gold. According to a 
recent statement by the Chancellor of the Exchequer, the French debt on that 
account amounted to £150,000,000. This indicates that ‘n addition to the 
original credit of {100,000,000 a second credit of £50,00c ,ooc has been granted, 
and that this credit, too, has been utilized in full. The extent to which Great 
Britain has drawn on the French credit of 20 milliard francs is not known, but 
is believed to be moderate in view of the negligible volume of French exports. 

The requisitioning of foreign assets has become necessary as a result of th: 
decline in the Fiench gold and foreign exchange reserve. From $3,185,000,000 
at the beginning of the war, it declined to $2,506 000 000 at the time of the 
liberation, and to $1,817,000,000 at the end of last year. The yield of exports 
is very moderate. There is a possibility that at least part of the 200 tons of gold 
looted by the Germans may be recovered. 

The proceeds of the loan granted by the Export-Import Bank, amounting 
to $550,00¢,000, and of the Canadian loan of $200,000,000, have not yet been 
exhausted, but orders placed in the United States and Canada are in excess of 
the unused balance. In the circumstances, France has to scale down her origina! 
programme of imports, which was estimated to be about $3,000,000,00 
during 1946. 


Italy 


The lira rate has been devalued from 400 to the pound and 100 to the dollar 
to goo to the pound and 225 to the dollar. This adjustment has been long 
overdue, for the rate of 400, at which the lira was originally grossly under- 
valued, has come to represent a gross over-valuation, owing to the sharp rise 
in internal prices and costs. Simultaneously with the agreement concerning th: 
devaluation, it has been agreed that no further military lira notes will be issued 
by the Allied occupation authoritics. The British and American troops 
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stationed in Italy will henceforth be financed with the aid of Bank of Italy lira 
notes. The United States Government agreed to credit the Italian Government 
with the dollar equivalent of the amounts obtained for that purpose, so as to 
enable Italy to purchase American goods. The British Government refused, 
however, to enter into such an arrangement, which would have further in- 
creased the volume of foreign sterling balances. 

From February 15, private traders in the United Kingdom are free to enter 
into contracts with private traders in Italy, as well as with appropriate agencies 
of the Italian Government. Payment for goods imported from or exported to 
[taly should be made or received in sterling credited or debited to an Italian 
account with a U.K. bank. The Italian Government has created a Foreign 
Trade Compensation Fund for this purpose. 


Greece 


The drachma was devalued once more in February, this time to 20,000 to 
the pound and 5,000 to the dollar. Even this rate is out of touch with the rate 
quoted on the black market, where sovereigns are quoted at times at over 
170,000 drachmae. The country has adopted for the purpose of business deal- 
ings the sovereign standard. All prices in shops are changed from day to day 
according to the fluctuations in the black market rate for the sovereign. Since 
the quotation of this rate is not available until 11 a.m., it is practically impos- 
sible to make purchases before that hour. 


Denmark 


There has been some disagreement between the Danish and United States 
Governments regarding the unfreezing of Danish dollar assets, amounting to 
some $35,000,000. The United States authorities insisted that before unfreezing 
the assets they must be satisfied that effective steps have been taken regarding 
German assets in Denmark. The Danish Government proposed to deal with 
between 100 and 125 companies with German interests. Of these 25 were to be 
liquidated, while the remainder were to be allowed to continue after the 
elimination of German participation. Since the United States authorities were 
not satisfied with the proposed measures, it has now been agreed that German- 
owned companies and real property are to be confiscated outright instead of 
being merely brought under State administration. 


Bodegas & Offices: 
Calle José Moreno de Mora 5/7 
Puerto de Santa Maria, Spain 
and 56 Palace Road, East Molesey, Surrey. 
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Publications 


W irtschafts-W ende, Betrachtungen zur finanziellen Gesundung des 
Kontinents. By Willy Dreyfus (Europa Verlag, Ziirich/New York). During 
recent years it has obviously been rather an ‘unusual occurrence to come 
across Continental literature on economic and financial matters. Now a 
certain trickle seems to be coming through, and it is not without interest to 
see how people in a country like Switze1land view the financial future of the 
rest, or at least of a good part, of the European Continent. We do not know 
to what extent this particular book is representative of Swiss opinion on a 
number of financial matters, but it is safe to assume that the author is not 
altogether out of line with the ideas of the Swiss financial community. _ What 
strikes the British reader of the book most strikingly is the old-fashioned 
orthodoxy shown by the author. He advocates that the Continental countries 

should stabilize their currencies as soon as possible. Once stabilization has 
been efiected, he is against any future changes in the parity between currency 
and gold. In case of any disequilibrium, he advocates in the first instance 
restriction of imports, and if this should not be sufficient to keep up a country’s 
competitive power in the world’s markets, then the bitter pill of reducing prices 
and wages would have to be swallowed. He strongly emphasizes the im- 
portance of a balanced Budget. There is no suggestion that full employment 
might be a desirable aim of policy. 

The book having been written at Basle, it is perhaps not surprising that 
the author advocates keeping the Bank of International Settlements alive. 
He has kind words to say about the spirit in which this institution has been 
managed, comparing its atmosphere with that prevailing in the International 
Committee of the Red Cross, and he makes a particular point of the fact 
that the two Nazi representatives on the B.I.S. board (Funk and von Schroeder) 
refrained during the whole of the war from appearing at Basle. The author 
has a great deal of interest to say on financial developments in Switzerland 
during the war, and especially about the policie s designed to prevent an exces- 
sive increase in Swiss dollar reserves, discussed in de tail on page 135 of this issue. 


“Peace or Chaos,” by G. Soloveytchik (Macdonald, 250 pages, Ios. 6d.). 
The author of this study of Allied policy towards Germany is one of our 
well-known writers and lecturers on European affairs, who is no less familiar 
with the history and political trends of Central Europe than with those of 
Russia or Western Europe. He exposes at length the politic: ul background 
against which the aggressions are to be viewed and the spiritual soil on which 
they were nurtured. The survey culminates in forcing our attention to a 
feature inherent in Germany’s geographical position, namely her ability, 
by spreading her domination South and North, to bar the West from the 

East in Europe. The author’s most original contribution is consequently 
his suggestion that frontiers be drawn which will make it impossible for 
Germany to keep the Allies apart in any future emergency. Though the 
reviewer differs from the author with regard to various details of history, 
he is sure that the reader will appreciate both the wide sweep of outlook and 
numerous illuminating observations on the political problems of Europe 
and Britain’s participation in them. The story, though elaborate, is never 
dry or tedious. After all, it is written by a journalist with several sparkling 
biographies to his credit. 2. i. 
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National Product in Wartime, by Simon Kuznets (National Bureau of 
Economic Research, $2.00). In the first part, Dr. Kuznets discusses the 
concepts underlying the treatment for purposes of national income statistics. 
It is shown that the statistical treatments differs according to whether war 
output is considered as on a par with the flow of consumers’ goods in satisfying 
ultimate wants, as capital formation or as the primary aim of economic activity. 
Each position is illustrated statistically and the one adopted that seems most 
appropriate for the purposes, both a war period or a longer term spanning, 
both peace and war. The remaining parts contain a great deal of statistical 
information about the American economy, including a comparison of the 
1914-18 and 1939-1943 periods. Several striking parallels between the 
economic trends of the two wars are brought out, though on this occasion 
the increase in national product and in war output has naturally been much 
greater, while the emphasis on manufacturing has been more conspicuous 
and the shift of incomes in favour of wages more striking. Whereas employees 
received only just over 55 per cent. of total income payments both in 1914 
and 1918, the proportion rose from 68.3 per cent. in 1939 to 73.6 per cent. 
in 1943. In the latter year, dividends accounted for no more than 2.8 per 
cent. of the total, against 5.4 per cent. in 1939 and 6.2 per cent. in 1918, while 
the share of rent has similarly fallen from 6.7 per cent. in 1918 and to 3.3 per 
cent. in 1939 and 2.7 per cent. in 1943. Again, the progressive industrializa- 
tion of the American economy is evident in the fact that in 1918 agriculture 
contributed 11.2 per cent. of the national product and 1943 only 5.6 per cent., 
while the share of manufacturing has risen from 18.8 per cent. in 1914 to 35.3 
per cent. in 1943. 

The Banking Systems of Great Britain, France, Germany and the 
United States, by Kenneth Mackenzie (Macmillan, 6s.). A third edition 
of a comparative outline study first published in 1932. The present volume 
contains two additional chapters discussing the functions of central banks 
and pointing contrasts in the four banking systems dealt with. Students 
in particular should find this a helpful introduction to the chief features of 
some of the world’s most developed banking systems, while there is a useful 
bibliography pointing the way to more detailed studies. 
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Appointments and Retirements 
Barclays Bank—The Right Hon. Lord Woolton, P.C., C.H., has been 


appointed a director 

Barclays Bank (D. C. & O.)—Marshal of the R.A.F. The Rt. Hon. 
Viscount Portal of Hungerford, G.C.B., O.M., D.S.O., M.C., has been elected 
a director. 

British Linen Bank—Glasgow, Kelvinhaugh and Kelvindale. Mr. William 
G. Flint, agent, has retired. Mr. John Murray, teller, has been appointed agent 
at Kelvinhaugh, and Mr. John McIntosh, teller at Kelvindale, has been 
appointed agent at that branch. 
{mperial Bank of Iran—Sir Kinahan Cornwallis, G.C.M.G., C.B.E., D.S.O., 
has been elected to a seat on the board. 


Lloyds Bank—Liverpool Commitlee: Mr. H. D. Dickie, who has been a 
member of the Committee since 1918, has resigned. Capital and Counties 
Commiitee : The death of Major E. G. Bromley-Martin, who has been a member 
of the above committee since its inception in 1918, is announced with regret. 
Head Office: Mr. D. R. Colville has returned from the Forces and resume his 
duties as treasurer. Chief Inspector's Department: Mr. C. V. Rogers, from 
Bournemouth, to be an inspector. Colonial and Foreign Depariment, E.C.: 
Mr. F. A. Lane, hitherto an advance department controller, Head Office, and 
Mr. H. R. Gear, assistant manager of the Colonial and Foreign Department, to 
be deputy managers; Mr. E. G. Woolgar, of the Department, to be a sub- 
manager. 

Martins Bank—Head Office: Mr. E. Norman-Butler, on his return from 
national service, has been appointed Liverpool assistant district manager. 
Croydon : Mr. S. E. Pearman, from Orpington, has been appointed manager in 
succession to Mr. F. Roberts. Liverpool, Old Swan: Mr. H. P. Meadows, from 
Worcester, has been appointed manager in succession to Mr. O. Morris, retired. 
London, Cocks Biddulph: Mr: F. J. Guest, from Soho Square, has been 
appointed a sub-manager ; Mr. L. E. Luchford, hitherto accountant becomes 
assistant manager. London, Curzon Street: Mr. G. A. King, from Fenchurch 
Street, has been appointed acting manager in succession to Mr. H. A. Locke. 
London, Fenchurch Street: Mr. S. A. Mitchell, from Moorgate, has been 
appointed assistant manager. London, Moorgate: Mr. F. Roberts, from Croy- 
don, has been appointed manager, following the appointment of Mr. E. 
Norman-Butler to Head Office. London, Soho Square: Mr. H. A. Locke, from 
Curzon Street, has been appointed manager in succession to Mr. F. J. Guest. 
Manchester, Hightown: Mr. W. G. F. Jessop, hitherto clerk-in-charge, has 
been appointed manager. Orpingion : Mr. W. H. Gurney, from London district 
office staff, has been appointed manager in succession.to Mr. S. I. Pearman. 
Worcester: Mr. D. B. Caughey, from Head Office, has been appointed manager 
in succession to Mr. H. P. Meadows. York: Mr. J. A. McGregor, from Head 
Office, branch department staff, has been appointed manager in succession 
to Mr. M. E. Cooper, who has been relieved of his appointment for health 
reasons. 


Midland Bank—Head Office: Mr. K. M. Rollison, of Parliament Street, 
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York, to be a branch superintendent. Brockley, S.E.4: Mr. K. T. Todd to be 
manager in succession to Mr. S. W. Henley. Marylebone High Street, W.1 : 
Mr. C. J. Cope to be manager on the retirement of Mr. A. S. Ansley. New 
Oxford Street, W.C.1: Mr. J. H. Ebsworth, hitherto acting manager, to be 
manager. Peckham High Street, S.E.15: Mr. H. A. Townshend to be manager 
on the retirement of Mr. H. E. Sercombe. Woolwich, S.E.18: Mr. S. W. 
Henley, of Brockley, to be manager on the retirement of Mr. H. E. Kesterton. 
Bilston: Mr. H. F. Williams, of Aston Cross, Birmingham, to be manager in 
succession to M1. E. L. Pugh. Bingley : Mr. H. Booth, of Park Row, Leeds, to 
be manager in succession to Mr. R. W. Wheeldon. Chester (also Hawarden) : 
Mr. R. B. Lewis, hitherto a branch superintendent, to be manager on the 
retirement of Mr. R. P. Bellis. Darvlaston: Mr. E. L. Pugh, of Bilston, to be 
manager on the retirement of Mr. C. G. Roberts. Dewsbury: Mr. R. W. 
Wheeldon, of Bingley, to be manager on the retirement of Mr. W. Gill. Jersey, 
Library Place: Mr. P. H. Renouf, of Hill Street, Jersey, to be manager on the 
retirement of Mr. W. T. Desreaux; Mr. R. Hyland, of Corn Street, Bristol, 
to be assistant manager. Jersey, Hill Street: Mr. W. P. Picot, hitherto second 
officer, has been appointed manager in succession to Mr. P. H. Renouf. 
Liverpool, St. Luke’s: Mr. G. P. Hilldrup, of East Branch, Liverpool, to be 
manager on the retirement of Mr. T. G. Barnfather. Pickering: Mr. A. 
Moverley to be manager on the retirement of Mr. A. V. Shipman. 

North of Scotland Bank—Glasgow, Wellington Street: Mr. James King, 
accountant at Wellington Street, has been appointed agent as from January I, 
1946, in succession to the firm of Messrs. Mackay & Boyd, Writers, whose 
agency terminates following changes in the firm. Aberdeen, King Street : 
The death is announced with regret of Mr. Maurice J. S. Reid, agent at the 
above Branch. Mr. George A. Smith, accountant at London Office, is to 
succeed Mr. Reid in the agency. 

Union Bank of Scotiand—Edinburgh, Norton Park : Mr. Herbert Miller, 
agent, has retired and is succeeded by Mr. David Laidlaw, agent at North 
Merchiston, Edinburgh. Edinburgh, North Merchiston: Mr. Alexander M. 
Downs, accountant at Lothian Road Branch, Edinburgh, has been appointed 
agent. 

Westminster Bank—Mr. Michael F. Berry has been appointed a director. 


VALUATIONS 
For more than 60 years the name of LEOPOLD FARMER & SONS 
has been associated with the valuation of 


INDUSTRIAL PROPERTIES, PLANT AND MACHINERY 


An accurate valuation of property and plant may be utilised for a 


variety of purposes. It cannot, therefore, be over-emphasised that 
the opinion of value shou'd carry the name of a firm of repute 


LEOPOLD FARMER & SONS 


Surveyors, Valuers and Auctioneers 


46, GRESHAM STREET, LONDON, E.C.2 
Tel. MONARCH 3422 
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II 
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IV 
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III 
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* Exchequer Bonds: 


Savings 
Certi- 
ficates Bonds 
(net) (net) 
38.8 32.6 
49.2 30.5 
75-8 55-7 
47.8 32.8 
42.7 21.9 
45-7 23.0 
70.7 32.8 
108.1 50.1 
47.8 19.2 
2.9 18.7 
National 
War Savings 
Bonds Bonds 
143-4 103.1 
175.6 121.0 
203.8 223.7 
62.8 94.9 
140.4 105.8 
153-0 77-9 
178.7 178.4 
209.7 153.-! 
159.3 88.4 
130.6 66.6 


Rent 
380 
388 
388 
3385 
334 
354 
354 


(1) Small Savings by Quarters 
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National Savings 


(£ millions) 


Defence Savings 
Banks 


Total 
Small 
122.8 | 
136.7 | 


197. 
136. 
124. 
126. 
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Igo. 


243. 
128. 


132. 
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Large Savings 


Total | 
Large 
247-9 
303.0 


431.4 
159.6 
248.0 
233.1 


359-5 
364.9 
249.1 
200.4 
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Banking Statistics 


Savings 
Certi- Defence Savings 


ficates Bonds Banks 
(met) (net) (net) 
55-4 20.8 98.0 
97.5 54-4 92.6 
45-5 18.5 71.9 
32.4 18.3 69.6 
45-6 20.1 103.4 
28.6 18.9 71.5 
13-7 24.6 99.7 
33-8 90.2 73.9 
10.6 23.1 42.3 
Nationa! Interest 
War Savings free 
Bonds Bonds Loans 
$74.3 $6.2 2.9 
224.0 158.9 9.2 
94-3 71.2 9 
142.2 68.3 § 
-4 95.9 aaa 
26.1 81.4 
188.1 207.8 .6 
2.8 §9%.3 «2 
1.4 2 


millions ; 1945 I, £165.2 millions ; 


(£ millions) 


Profits, etc.* Salaries 
1,326 1,100 
1,482 1,141 
1,818 1,206 
2,119 1,332 
2,270 1,351 
2,340 1,434 
2,370 1,473 


Wages 


1,735 
1,835 
2,115 
2,419 
2,708 
2,916 
2,930 
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Total 
Smal 

174.2 
244-5 
135-9 
120.3 


169. 
11g. 
138. 
197. 


ooo.” 


70. 


° 


Total 
Large 
267.1 
386. I 


211. 


1945 II, £124.4 millions 


Forcest 


78 
124 
386 
622 
805 
999 

1,171 


Total 
4,619 
4,970 
5,913 
6,877 
7/554 
8,079 
8,334 


* Interest and profits, including farm profits and professional earnings, but excluding national 


debt interest. 
+ Pay and allowances, in cash and kind, of members of H.M. Forces and Auxiliary Services 
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Treasury Deposit Receipts 





Including 
prior Outstanding 
By Quarters : Raised Redeemed Encashments (end of period) 
£m. £m. £m. £m. 
1942 tl ite ie re 477.4 382.5 33-5 591.5 
lil ies a a 341.5 172.5 55-0 760.5 
IV a an i 687.0 481.0 82.0 966.5 
mee 2 ks a as 449.0 446.5 150.5 969.0 
II 6 an As 745-5 789.0 219.5 925.5 
lif jw a ies 604.5 415.5 108.0 1114.5 
IV Pe mar ‘a 939.0 652.5 96.5 1401.0 
2S 
Total Oey a ae - a 695.0 706.5 180.5 1389.5 
Small II és a aa 980.0 1018.5 255-0 1351.0 
174.2 Ht vs a = 875.0 644.0 115.0 1582.0 
244.5 IV ae es ee 1130.0 917.5 139.0 1794-5 
Me 1945 I... i ra 935.0 870.5 137.0 1859.0 
: II ei aa Zig 1300.0 1083.5 97-5 2075-5 
nie It .. si oe 1005.0 958.5 162.0 2122.0 
einige IV a er tit 845.5 1331.0 199.5 1636.5 
138.0 | aemcicecmmmmens 
197.9 Monthly : 
1944 January a sia 160.0 171.0 39.0 1390.0 
76.0 February a a 175.0 189.0 39.5 1376.0 
March a fe 360.0 340.5 102.0 1389.5 
April .. r - 350.0 308.5 75.0 1431.0 
May .. ae hii 290.0 301.5 07-5 1419.5 
June .. os si 340.0 408.5 82.5 1351.0 
t July .. ‘is re 220.0 153.0 32.0 1418.0 
Total August iri as 225.0 164.5 28.5 1478.5 
Large September .. oa 430.0 326.5 54-5 1582.0 
267.1 October os ne 400.0 277.0 26.5 1705.0 
386.1 November .. Be 270.Q 274.5 69.0 1700.5 
560.4 December... 0 460.0 366.0 435 1794.5 
— 1945 January oa 200.0 195.0 34.5 1799.5 
97.5 February - ss 230.0 228.5 45.0 1801.0 
Pio ys March a - 505.0 447.0 57-5 1859.0 
306.5 April .. se ps 490.0 353-5 27.0 1995-5 
783.4 May .. Fe v 330.0 262.5 27.0 2063.0 
June .. es ae 480.0 467.5 43-5 2075-5 
Bok july... os an 235.0 178.0 28.0 2132.5 
August ea ia 290.0 237.0 24.5 2185.5 
September... is 480.0 543-5 109.5 2122.0 
millions October su Di 475.0 509.0 94.0 2088 .o 
I November... a 50.0 295.0 36.0 1843.0 
i December a <— 320.5 527.0 69.5 1636.5 
i 19046 January 7” 139.5 77.5 4-5 1598.5 
Revenue and Expenditure 
Year to Ord. Ord. Ord. Ord. 
Total Mar. 31: Exp. Rev. Deficit Exp. Rev. Deficit 
4,619 £m. £m. £m. | fm. fm. fm. 
4,970 1937 : 830.1 823.3 6.8 } By 
5,913 1938 .  8098.1* 872.6 25.5" | Quarters: 
6,877 1939 1054.8* 927.3 227.4 | 1944 I 1562.2 1181.1 381.1 
7,554 1940 .. 1809.7* 1049.2 760.5* | II 1420.3 604.7 815.6 
8,079 1941 .. 3867.2 1408.9 2458.3 | IIL = 1523.8 734.0 789.8 
8,334 1942 - 4775-7 2074.1 2701.6 | I\ 1502.0 654-3 847.7 
1943 .. = 5623.2 2819.9 2803.3 1945 I 1609.8 1246.7 362.9 
national 1944 .. 5788.4 3038.5 2749.9 II 1306.3 611.0 695-3 
1945 6057.8 3238.1 2819.7 i Ill 1443-7 750.5 693.2 
ervices IV 1386.2 667.8 718.4 


* Allowing for loan expenditure. 
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Exchequer Issues and Receipts 


WEEKLY AVERAGES 





Total 





Total * 


Expendi- Ordinary Deficit Expendi- Ordinary Deficit 
ture Revenue t ture Revenue t 
{m* £m fm £m. £m. £m. 
1938 19.2 17.0 2.3 1942 102.6 50.2 52.3 
1939 ‘ 28.8 18.5 10.0 1943 110.7 55-4 55.2 
1940 63.9 24.0 39.9 1944 114.8 61.0 53-7 
I94I 55.5 36.0 §2.5 1945 110.4 62.9 47.6 
Period Ending 
1944 Jan 29 252.3 113.3 1.1 1945 Jan. 27 112.4 III.1 1.2 
Fet 26 22.6 97.7 24.8 Feb 24 123.4 110.9 12.5 
Mar 31 123 70 53-3 Mar. 31 133-7 75.1 58.6 
April 2 109.¢ 45.0 64.0 \pril 28 100.2 50.2 50.0 
May 27 TO9.¢ 5 59.1 May 26 87.8 39.6 48.2 
June 30 108.7 13.3 65.4 June 30 112.8 50.6 62.3 
July 29 112.0 57.6 54-4 July 28 107.8 61.2 46.5 
Aug. 26 107.5 53.1 $4.4 Aug. 25 103.8 49-5 54-3 
Sept. 30 3. ¢ 56.7 66.9 Sept. 30 116.9 59-9 56.9 
Oct 28 118 .¢ 5 66.1 Oct 29 «(107.3 52.9 54.2 
Nov. 25 110.2 7.9 62.9 Nov. 24 104.5 49.0 55-5 
De 31 116.5 49.8 66.7 Dec. 31 107.5 50.6 56.9 
1946 Jan. 26 82.2 99.8 17.6 
* Ordinary « liture plus other expenditure (net) (excluding sinking funds but including 
expe ofa ital nature 
t Tt Li ffe ve total expenditure and ordinary revenue 
Tax Certificates 
Paid Net Paid Net 
Raised Off Raised Issue* Raised Off Raised Issue* 
{m £m £m {m. fm.” fm. £m. £m. 
1942 Nov 26.1 5-5 20.6 433.1 1944 June.. 47.8 14.9 32.8 624.8 
Dec 47.1 10.2 36.9 470.0 Julv.. 34.4 20.8 13.5 638.3 
Aug... 393.9 43.3 10.6 648.9 
1943 Jan os Se SS Aes Sept 63.8 25.8 38.0 686.9 
Feb 45:3 79 3-2 ¢-9 Oct. 29.1 20.9 8.2 695.1 
a -5 Fe-8 “3G 43-1 Nov 41.2 19.1 22.3 717.2 
Apr aah Bz. r4-3 437-4 Dec 63.0 20.4 42.5 759-7 
May 39.9 160.6 23 450.5 ' 
June 16.6 13.1 33.5 514.0 1945 Jan... 52.3 73.4 —26.1 733.6 
July 17.7 24.4 3.2 537.2 Fem... 62.6 32.3 19-7 683.9 
; 20.7 6 13.4 550.6 Mar 65.5 66.7 — 1.2 682.7 
ept : 21.3 32.2 582.8 Apr... 25.3 16.4 8.9 691.6 
Oct 15 1.3 15.0 597.8 May.. 33.1! 2.9 20.2 7£2.5 
Joy 27.3 7%.0 12.3 610.1 June.. 51.3 24.7 26.5 738.3 
De 48.1 11.6 36.5 646.6 July 25.3 21.0 4:3 742.6 
Aug 28.0 3-4 14.8 757-4 
1944 Ja 48.4 100.1 I 194.9 Sept 9.7 41.7 2.0 755-4 
Fe i B5. 34.6 560.3 Oct 23.6 24.6 I. 754-3 
M . r.§ 561.8 Nov 31.2 20.5 10.7 765.0 
Apr 3 I ) 18.9 580.7 Dex 54.8 19°O 35.7 800.7f 
Ma‘ at 19.8 11.3 592.0 1946 Jan 28.5 58.1 —29-6 771.1 
° e, out anding at « 1 of month +t record to date 
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Some National Provincial Banks 

—— By Sir Charles Reilly 

7 Pus PILE of photographs of National Provincial Banks has once more 

52. A tec sent to me by the Editor. It is like pre-war times and I am afraid 

55. most of the banks shown on them belong to that era, or even earlier, 
in spirit as well as in fact. They are not, of course, with Mr. Holden as their 
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THE LEWES BRANCH 


architect, the little strutting, becolumned things we have learned to expect 


so often in branch banks. Indeed, out of the ten sent, only a big structure 
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on a corner site in Eastbourne has any columns at all and they are used 
high up to round off the corner, like a sector of a circular temple and not as 
a mere trade-mark No, most are astylar structures, Georgian or Italian, 
and appear to fit comfortably into their sites without upsetting their sur- 
roundings more than a new building was bound to do. They generally main 
tain the domestic scale of the country-town street 


lhe Lewes one is a good example of this. Let us begin with it. One can 
imagine it being in the High Street and yet hardly noticing it there at first 
glance ; surely a gentlemanly attribute \ second glance, however, shows 
it is not a real Georgian building, still less a domestic one. The windows 





THE BRIGG BRANCH (SHOWING osc KRROUNDINGS) 


of the banking hall on the ground floor are much too high for the living 


rooms above and, of course, there is that stone band across the front with the 
words ‘* National Provincial Bank” on it. Still, the face of the building 
keeps sedately to the face of the strect, with no advertising projection calling 
attention to it Even the cornice is suppressed and the side where 1s 
the door with its head is set back, so that the latter should not encroach 
beyond the shop facia next to it Che whole seems to me a typically English 
piece of understatement. It is certainly better than the becolumned little 
banks but does it lead anywhere architecturally ? Can we say with pleasure 
‘ there is a fine piece of contemporary expression  ? I am afraid we cannot, 
and perhaps on the whole we are glad in such a town as Lewes. Let us try again. 

There is a good little free-standing building at Brigg, at the end of a street 
and looking down it very much as Wren’s little town hall does at Windsor. 
In that position, Mr. Holden has rightly, | suggest, chosen a public building 
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SOME NATIONAL PROVINCIAL BANKS 


scheme. It I did not see the words ‘“ National Provincial Bank ”’ on a panel 
high up in the building, I should certainly call there to register my car or for 
a licence. As long as banks do not become pompous, I think they are wise 
when they take on a semi-public character differing from that of shops, hotels 
or other commercial buildings. Possibly that is the excuse for the little 
columns and classical feeling generally. If so, it has been overdone, so that 
one often laughs at them and almost ranks the little classical upstart, when 





THE INTERIOR OF THE MAIDENHEAD BRANCH 


one sees it, with the public-house. The new post office and telephone offices 
are a long way ahead. They use the classical motives, too, but without the 
columns. So does this Brigg building. How well it suits its position, main- 
taining dignity but with ordinary scale and size! Scale is as important as 
foo big a scale, too large parts, that is, may make a building look as 
uncomfortable with its neighbours as it would if it towered over them like a 
skyscraper. That is the danger, as we shall see in the next example, where 
an attempt is made to treat th bank as a single unit, one big hall, which it 
I like in this Brigg example, too, the strong stone lower storey. 
It looks as if it could well withstand the traffic which passes round it in its 
isolated position. Then the classical ‘detail, if well known, is well used, such 
is the cartouche over the entrance door uniting the two storeys and the 
rustication particularly of the latter. The main window head, also, is elegant 
and restrained. The urns on the roof are perhaps a little too tall, but it is 
well the one next the sloping roof of the neighbour has been left out. It is 
indeed a good little building, well suiting its site, of which Brigg should be 
pleased even if it does not belong to the contemporary manner 


size. 


really is 
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I think we can pass by most of the examples which the architect calls mere 
face-lifting operations, the insertion, that is, of a bank into some bad Victorian 
building such as the case of the Maidenhead branch, which I see, from an 
old number of THE BANKER, Mr. Holden calls the “ greatest lark of all.” 
That is the spirit. There, into what was an old brewery with twin towers of 
coarse, bastard Jacobean, he has introduced a great circular window with 
door in it, to light the cavernous interior and I suppose to suggest the bank. 
It certainly does light it and makes a very fine interior with long unbroken 
lines of the counter and desks, but space prevents my reproducing it. 








THE BLANDFORD BRANCH 


In the re-use of an old building, though it cannot be called “ face-lifting ’’ 
when that building does not require it and was indeed a fine pedemented old 
inn, as I imagine was once the Blandford branch, Mr. Holden is equally 
successful. Blandford had two good Georgian architects in the 18th century, 
brothers, I think, but their name escapes me, and this rather rich building, 
with its pilasters, is no doubt by one of them. The bank now occupies the 
ground floor, or appears to, for the windows there have had their division 
bars removed and possibly their decorative architraves as well. If so, it is 
rather a pity that the bank could not in this case have been a little frivolous 
and preserved throughout the character of the grand old building it so nobly 
saved. Was the introduction, too, of a curved frieze over the bank windows 
really necessary ? Perhaps it was, there, but it looks as if it has been introduced 
to cut off the bank portion from the upper storeys and to suggest a different uset 
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Let us now take a modern non-traditional building and see if it does better. 
There is a fine little bank of one room among my photos, that at Newport, 
to which I have drawn attention before. It could hardly be better in expressing 
elegantly yet with dignity a one-storey apartment for serious use. Look at 


e 





BRANCH AT NEWPORT, SALOP 


the fine shape of the building, with its curved end and the mass of plain brick- 
work above the long windows, giving solidity. See, too, how well this solidity 
is lightened by these long windows, with their long division bars and their 
tiled jambs and surrounds; a subtle touch these latter. Look at the small 
breaks at the corners of the solid mass of the building and at the thin coping, 
all giving refinement. Yet, in spite of these refinements, the scale is not 
the scale of the surrounding buildings nor probably of the street. It is a 
new and bigger scale, perhaps suggesting the new age ; but whether Newport 
deserves to be treated in this way, I cannot say from the photograph. Anvhow, 
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I like the bank much better than the little piece of Newport that can been seen. 
Lastly, let us take another example of Mr. Holden’s direct building when 
he feels he can throw over all past styles and rely on function and material 





THE TALGARTH BRANCH (BACK VIEW) 


only. It is the little stone branch at Talgarth in Wales. I give the back view 
because it shows the excellent building in stone and stone-slate, tier upon 
tier, and shows how well Mr. Holden can use local materials and let them 
dictate building forms. Compare this bank of local stone with the villas of 
imported brick one can just see on the left of the photograph and then bless 
the National Provincial Bank 


oe 





en seen 
ie when 
naterial 





Oulward bound 


From Great Britain to the four corners of 


the earth they went—ships of all sizes and 
every description, carrying British goods 


and manufactures to the peoples of the 


TT» sete 


world. In a word: Exports. For over five 
vears this stream of trade has been inter- 
rupted, but now the interruption is nearing 
its end. The Westminster Bank, fully alive 
to the vital importance of a healthy export 
trade, has built up an extensive fund of 
up-to-date information on world conditions, 
through its world-wide organisation of agents 
and correspondents. This information, which 
| daily is being extended, the Bank gladly 
places at the disposal of all concerned 
so with overseas trade 
fr upon 
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a WESTMINSTER BANK LIMITED 

















MIDLAND BANK 
LIMITED 


ANNUAL MEETING OF SHAREHOLDERS 


HE ordinary general meeting of share 
holders of the Midland Bank, Ltd., was | 
held on January 30, at the Head Office 


Poultry, London, E.C.2 

The Most Honourable The Marquess of 
Linlithgow (the chairman) presided 

[he Chairman proposed the motion for the 
adoption of the report of the directors and 
audited statement of accounts for the year 
ended December 31, 1945, which was seconded 
by Lord Royden director and passed 
unanimously 

He then referred to a brochure distributed at 
the meeting in which appeared the names of all 
members of the staff who lost their lives in the 
war. In remembrance and homage all present 
stood for a few moments 

Resolutions were carried authorizing the 
payment on February 1 of a dividend at the 
rate of 8 per cent. actual, less income-tax, for 
the half-year ended December 31 last re 
electing Sir Walter Preston and the Right Hon 
Lord Ashfield, P.( as directors and re 
appointing Messrs. Whinney Smith = and 
Whinney as auditors for the ensuing year 


The meeting closed with a vote of thanks to } 


the Chairman, proposed by Lord Ebbisham 
and seconded by Sir Henry Price 





A SENIOR EXECUTIVE is required by a 
group of companies for the post of 
Financial Controller. The position will 
carry overall responsibility to the Manag- 
ing Director for the financial affairs of the 
Group, and will entail the examination and 
co-ordination of budgets covering all 
aspects of Sales, Development, Production 
and Finance ; and executive responsibility 
for the supervision and maintenance of 
approved budgets. Only applicants who 
can justify a high commencing salary should 
reply, giving age and full particulars of past 
experience. The Managing Director will 
personally attend to applications. Box 
No. B.101, The Banker, 72 Coleman 
Street, London, E.C.2. 


COMPANY 
SERVICE 


1863-1946 
Company Registration Agents 


JORDAN & SONS, 


Limited 


116 Chancery Lane, W.C.2 


BOWMAKER LIMITED 


For CREDIT FACILITIES supplementary 
to those of the Joint Stock Banks 


BOURNEMOUTH: 


BOWMAKER HOUSE, LANSDOWNE. 


Tel: Bournemouth 7070, 


LONDON: 
61, ST. JAMES’S STREET, S.W1 
Tel: REGent 1481. 


AND BRANCHES. 





Established 


A. M. BONNER, L™. “x 


30 LIME ST. 
LONDON, E.C.3 


Tel. 
Mansion House 


0794 


DATING STAMPS, 
ENDORSING INKS AND 
SELF-INKING PADS 


URGENT ORDERS AUTOMATIC NUMBERING AND 


ieee DATING MACHINES, COMPANY 
A Speciality SEALS, GENERAL ENCRAYERS 
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